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MEETING OF THE ROYAL ECONOMIC SOCIETY. 


THE twentieth meeting of the Society took place on the after- 
noon of April 8th, followed in the evening by a dinner (at the 
Hotel Cecil), at which the President, the Right Honourable R. B. 
Haldane, M.P., presided. After dinner Professor J. S. Nicholson 
gave an address on a subject closely connected with that of the 
remarkable book which he has recently published (reviewed in 
the March number of the Economic JourNAL). The President 
prefaced the Professor’s address with some appropriate intro- 
ductory remarks, which we here reproduce.} 


Mr. Haldane said Professor Nicholson had recently written 
a book called ‘A Project of Empire,” in which he dealt with a 
side of Adam Smith’s great book which of late years had received 
increasi.ig attention. He laid stress on the problem of defence, 
and suggested that the problem might be solved by some system 
of common contributions from the different parts of the Empire, 
to be collected, it might be, by an import duty, levied on a common 
scale throughout the Empire, by which funds might be raised for 
providing for the common purposes of defence. At the last two 
Colonial Conferences it had proved possible to organise an Imperial 
general staff, for the purpose not only of working out the common 
purpose of the defence of the Empire, but for giving such advice 
to the heads of the various colonies that they might think and 
act alike in the details of their military organisation. Perhaps 
the Navy would have an Imperial general staff before long, and 
then they would have the same process in the adjustment of the 
Fleet. It was really through the intelligence and the will of the 


1 From the Report of The Times, April 9, 1910. 
No. 78—voL. Xx M 
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‘Empire as a whole, and by the elaboration and definition of a 
common purpose, that we should attain to unification and solve 
the question of contributions that seemed so perplexing. It was 
not right, for instance, that the taxation per head should be so 
enormously greater for naval and military purposes in Great 
Britain than it was in the colonies. When they looked into it, 
the reason was that we had to maintain the force which went 
over-seas to whichever part of the Empire was assailed. The 
burden should in course of time be more evenly borne, and it 
might be, as Professor Nicholson pointed out in his book, that 
there would be pro rata contributions for that purpose. But to 
tackle that question in the abstract as it stood to-day was to expose 
oneself to every kind of rebuff and to conjure up every kind of 
difficulty. For himself, he felt that if the purpose was made clear, 
and became a living and real purpose, the difficulties would dis- 
appear. But it was only by avoiding abstract views and rigid 
plans beforehand that we could save ourselves from defeat and 
disaster in these efforts. First get the frame of mind of the 
Empire as a whole, and then we should overcome the troubles that 
were in front of us. They found that in the two Imperial Con- 
ferences. As soon as the Prime Ministers saw the purpose and 
agreed with it the difficulties which used to be almost insuperable 
vanished like magic. And so he thought it was in the larger 
questions which Professor Nicholson discussed in his book. ‘Time, 
which softened everything, would soften the difficulties which 
Professor Nicholson dwelt upon, and he did not despair to see a 
time in which, when the smoke of battle was cleared away, it 
would be found that it was not necessary to resort to all the tests 
and standards in all their abstract nakedness which the two great 
contending parties sought to apply to every question that came 
up, but that insensibly, silently, and in a fashion which we to-day 
did not take account of, these problems would have resolved 
themselves. 














THE ECONOMICS OF IMPERIALISM.? 


WHEN the Council of this Society did me the great honour 
of inviting me to give an address at this annual function on some 
of the topics arising out of my recently published book,? I confess 
I was as astonished and as uncomfortable as an author who is 
requested to write a signed review of his own work. On reflection, 
however, I felt that the invitation was so wide in its scope that 
I could avoid the personal element altogether and yet seize the 
occasion of putting before you some of the ideas suggested by 
criticisms, friendly and otherwise, of the book. And with this 
apology for accepting your honourable invitation, I shall proceed 
with the task imposed upon me in a purely detached and imper- 
sonal manner. 

In dealing with the economics of Imperialism, the preliminary 
question arises : Why should we go back to the ideas and methods 
of Adam Smith? More than sixty years ago J. S. Mill wrote in 
the preface to his own Principles that the Wealth of Nations is 
in many parts obsolete and in all imperfect. Why, then, should 
we not take the very latest presentation of economic doctrines 
and apply the marginal theory with the aid of the higher 
mathematics?—for Mill himself is by this time also considered 
obsolete and imperfect. . 

The answer I conceive is two-fold : positive and negative. 

In the first place, from the negative side, it is ancient learning 
that the greatest obstacle to the advancement of any science or 
the solution of any particular problem is the use of inappropriate 
conceptions. 

Far be it from me to under-rate the value in economics of 
mathematical methods, whether in the explication of conceptions 
or in the uses of statistics; but the application of mathematical 
ideas and methods is strictly limited, and the limitations have been 
specially emphasised by the greatest of the mathematical econo- 
mists, and notably by Cournot, the father of them all.? Unless 

1 Address to the Royal Economic Society, 8th April, 1910. . 
2 A Project of Empire (Macmillan and Co.). 


3 « Many important considerations do not lend themselves easily to mathematical 
expression : they must either be omitted altogether or clipped and pruned till they 
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these limitations are recognised, our economists are in danger of 
falling into the practices of the people of the island of Laputa, 
where the immortal Gulliver was measured for a suit of clothes 
by sextants and other mathematical instruments—and very ill- 
fitting the clothes turned out to be—and where everyone was so 
much absorbed in mathematical problems that he required an 
attendant flapper to call his attention to the affairs of real life 
by a gentle tap on the ear and the mouth. Now, we are told 
a good many stories of the absence of mind of Adam Smith, but 
one thing is certain, that, although he wrote a history of 
astronomy, and was skilled in the mathematics of Newton, he 
never needed a flapper when writing the Wealth of Nations. 

And in the same way the ideas in the marginal theory have 
their uses ; but again their uses are strictly limited, and it is rather 
remarkable that Jevons himself advocated as regards general 
economics the return to the methods of Adam Smith. 

Suppose we try to apply the marginal theory to public ex- 
penditure. We should arrive at something like this: We must 
s0 adjust the expenditure that the marginal button on the last 
gaiter of the last soldier must be just equal in utility, to the last 
crumb given to the last loafer on the margin of unemployment. 
But we all know that in public expenditure we cannot even think, 
let alone work, in terms of infinitesimals ; we require much bigger 
units; we must compare, for example, the utility of the last 
Dreadnought with the utility of the abolition of the pauper dis- 
qualification for old-age pensions. 

So much for the negative aspect of the question of method. 
And on the positive side the first reason for treating the economics 
of imperialism with the ideas and the methods of Adam Smith 
may be stated in the words of our President. In the monograph 
published by Mr. Haldane’? in 1887, he wrote: “Adam Smith 
had a perception that abstract propositions, however carefully 
stated, express only one aspect or side of things, and are there- 
fore wanting in truth, a quality which belongs to what is concrete 
alone. Abstractions are useful servants, but bad masters.” And 
perhaps I may be permitted to add that, from this point of view, 
resemble the conventional birds and animals of decorative art. And hence arises a 
tendency towards assigning wrong proportions to economic forces, those elements 
being most emphasised which lend themselves most easily to analytical methods,” 
Marshall, Principles of Economics, Mathematical Appendix, Note XIV. p. 850 (fifth 
edition), Cf. Professor Edgeworth’s paper ‘‘ On the application of mathematics to 


political economy,” Journal of the Royal Statistical Society, Dec. 1889: probably 
the best statement in brief compass of the uses and limitations of mathematical 


methods in economics. 
1 Lifeof Adam Smith. By R. B, Haldane, 
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what has generally been noted as the chief fault of the Wealth 
of Nations is its principal merit ; and those who complain of the 
diffuseness really complain of the persistent conversion of 
abstractions into truths. 

A second reason for reverting to the methods of Adam Smith 
is that he works with ideas that are intelligible and familiar to 
the common man. Many years ago I made the observation that 
no one had ever ventured to use the expression marginal utility 
in a leading article, and since that time I have verified the state- 
ment so far that I have only once seen it used in a leader, and 
that was in a Scotch paper, and we all know that the Scotch are 
very fond of abstractions. 

Nor must it be supposed that, if we use ideas implicit in 
common thought and express them in common language, therefore 
we get rid of all difficulties and that there is no need for scientific 
analysis. The rules of chess are comparatively simple ; they can 
be effectively learned and practised by children. Chess is even 
supposed to be a game; and yet everyone knows that there is no 
limit to the difficulties of chess strategy and combinations. And, 
as Adam Smith observed: “In the great chess-board of human 
society every single piece has a principle of action of its own 
altogether different from that which the legislator might choose to 
impress upon it.” Perhaps the greatest difficulties in economics 
are in the regions which border on law and government, and 
in which for the most part mathematical ideas are inappropriate. 

And finally it may be said that Adam Smith supplied the ideas 
with which practical statesmen worked. “Cobden,” says Lord 
Morley,' “discovered no new economic truths that I know of.” 
And he expressly assigns to Adam Smith the provision of the 
economic ideas, not only for Cobden, but for Mr. Gladstone 
himself. Adam Smith was, indeed, such a universal provider of 
ideas that we have not yet found practical statesmen big enough 
to apply all of them; and, most of all, his ideas on imperial 
federation still await practical realisation. At the time he was 
writing they were of supreme importance ; and my main object 
is to show that they are also of supreme importance at the present 
time. 

The oldest problem in the art of government is the proper 
distribution of functions between the local and central, or little 
and big, authorities ; and it is a problem which in every progres- 
sive society is continually appearing in new forms. The funda- 
mental question in imperialism is, in its essence, only a form of 


1 Life of Gladstone. Bk. V., ch. IV., sec. 2, Vol. I., p. 517 (cheap edition). 
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"this ever-recurring problem. The question is this : Has the time 

arrived when it is desirable, as regards the constituent parts of 
the British Empire, to extend the principle of centralisation, 
and, if so, in what directions? A survey of the course of history 
shows that at certain periods progress has only been possible— 
and decay has only been prevented—by the increase in the powers 
of the central authority. On the other hand, it is true also that 
the premature and undue extension of the central authority has 
often ended in despotism and bureaucracy. The dangers of over- 
centralisation and over-government have been so often exemplified 
that perhaps we may still venture to lay down the general pro- 
position that no task should be assigned to the central or larger 
authority which is already done well enough by the local or 
smaller, just as we used to believe that no task should be assigned 
to any kind of government which was well enough done by 
individuals when left to themselves. This was certainly the 
position of Adam Smith. If, then, we take as our guide the 
principles of Adam Smith, we are pretty sure to avoid the evils 
of over-centralisation usually associated with the term 
imperialism. 

Under that perverted phrase, “the simple and obvious system 
of natural liberty,” three great duties were assigned by Adam 
Smith to the sovereign power of any State—“‘duties of great 
importance, but plain and intelligible to common understandings.” 
And the first of these duties is defence against foreign aggression. 
With reference to the fulfilment of this duty, every progressive 
nation has witnessed the transfer of functions from the local to 
the national authorities. And in the same way the principal 
agent in leading up to the confederation and amalgamation of 
States formerly independent has been this primary need for 
defence. Progress in defence has been coincident with progress 
in amalgamation and in concentration. War has become more 
and more a business that must be carried on on a large scale. 
The small nations exist on sufferance, or on usage, or as make- 
weights in a supposed balance of power, but even the smallest 
nations recognise the primary duty of defence, and they perform 
the duty on the largest scale possible. 

The first question, then, we have to decide is this : Is it desir- 
able under present conditions for the constituent parts of the 
British Empire to aim at a truly imperial or centralised or federal 
system of defence, or is it preferable to recognise the tendency 
to disintegration and the development of separate nationalities ? 

If we look only to the problem of defence, to the character of 
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the aggregation of States that is called the British Empire, and 
to the exposure of every constituent to attack, the case for a real 
union is perhaps stronger than in any other instance, past or 
present. The conditions of such a real imperial union—1.e., for 
defence—are three, all closely connected, namely : first, organisa- 
tion under central control ; secondly, a continuous provision of the 
requisite funds for defence is more and more a matter of money ; 
and, thirdly, a continuing government which shall represent in a 
satisfactory way the various contributories. 

I may pass over very lightly the first of these requisites, viz., 
organisation, because the self-governing Dominions have already 
admitted the principle of imperial organisation—as, for exumple, 
in recognising the advantage of the institution of an imperial 
general staff, of similar training and discipline, and of the inter- 
changeability of parts in the naval and military machinery. Once 
the principle has been put in operation, the advantages are so 
obvious that, so far as the mere efficiency of organisation is 
concerned, it is certain to be extended. And it cannot be 
doubted, as Mr. Haldane has so forcibly explained, that this 
development of the organisation of defence will of itself also tend 
to promote Imperial union both in sentiment and in reality. 

A considerable part, no doubt, of the purely military defensive 
organisation may be with advantage of a local character, and 
provided for out of local funds; but such a purely local provision 
is a very different thing from true imperial defence. This system 
requires not only a great development of imperial naval power, 
but the naval power must be supported by a considerable amount 
of mobility as regards the military forces. And the conclusion is 
that these requirements of imperial defence cannot be adequately 
met merely by local contributions for local needs. 

And this brings us to the second requisite of defence: the 
continuous provision of the necessary funds. The recent Confer- 
ence! showed that the Dominions approved in principal of sharing 
in the duty of naval defence, and in confirmation they have made 
voluntary offerings of ships and money, and they have assented 
to the beginnings of a general policy for the distribution of the 
burden. But the method of voluntary contributions, though suf- 
ficient for present exigencies, and invaluable for its moral effect 
and as the recognition of a duty and a principle, seems unsatis- 
factory if we look forward to no very distant future; and in the 
matter of defence in particular we must take account of the 
growth and redistribution of political power both within and 
without the Empire. 


1 August 1909. See Correspondence and Papers. (Cd. 4948.] 
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The acceptance of some rule of apportionment of the expense 
of the imperial part of defence according to some kind of test of 
ability—e.g., wealth and population—would be an improvement 
on the simple, haphazard plan of voluntary aids and benevolences. 
At the same time, it must be admitted that any satisfactory rule 
which should be self-adjusting to changes in wealth and population 
would be difficult to construct and possibly difficult to enforce. 
“Tn a true federal union,” as Professor Bastable observes, “instead 
of an arrangement between separate political units, there is a 
system of taxation operating on persons, natural or juristic, and 
enforced by sovereign authority.” This is to say that in the true 
federation the central or federal government draws on certain 
kinds of revenues of the persons throughout the federation, or it 
takes the proceeds or part of the proceeds of certain kinds of 
taxes. This, I need hardly remind you, was the method approved 
by Adam Smith, and he made a careful examination of the taxes 
which might be used for this purpose. 

In the realisation of such a scheme there are no doubt very 
great difficulties. There is the appearance at least of sacrificing 
the principle of fiscal autonomy, and there is the real difficulty 
of adjusting the actual taxes. 

And as so often happens in things political, the appearance 
is a much greater difficulty than the reality. Fiscal autonomy 
may be best described in the language of Lord Bacon as an idol 
of the market place. ‘These are the idols which have entwined 
themselves round the understanding from the associations of 
words and names. For men imagine that their reason governs 
words, whilst, in fact, words react on the understanding.” These 
idols are the most troublesome of all. They are of two kinds, and 
first the names of things that have no existence. Fiscal autonomy 
seems to be an idol of this kind. The literal translation of the 
Greek and Latin is, I suppose, voluntary taxation. 

Of course, everybody knows that no taxation is voluntary ; 
compulsion is of the essence. Accordingly, taxes are supposed 
to be voluntary if they are imposed by the representatives of the 
taxpayers. We are, in fact, brought back to representation as 
the only real meaning—difficult as it is—the only real meaning 
to be attached to fiscal autonomy. And in the scheme of Adam 
Smith taxation and representation go together; and there is no 
real sacrifice of fiscal autonomy if, as in that plan, the different 
States are represented. And it must be observed that even if 
we continue to rely on voluntary contributions—i.e., the most 

1 Public Finance, p. 329 (3rd edition). 
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rudimentary of the methods of securing general defence—some 
scheme must be devised by which the contributories shall be 
entitled to a share in the control of the general expenditure and 
of the policy by which the principle of defence is regulated. We 
cannot expect a continuous stream of voluntary contributions in 
the form of money or ships or expeditionary forces unless there is 
some kind of representation of the contributories. 

The real alternative to a federal or imperial union is a dis- 
integration into truly independent nationalities in which each 
nation keeps up as much or as little of naval and military power 
as it thinks fit. 

It is time now to make a step forward in the general argument 
based on the lines of Adam Smith. Let us suppose, then, that the 
principle of defence has been accepted, and with it the ideas of 
central organisation, common contributions, and common control. 
What are to be the sources of revenue most to be relied on? The 
first of these sources which in practice is most relied on by great 
federal combinations is the revenue from the Customs. And the 
consideration of this source of revenue naturally leads up to 
another aspect of imperial federation, namely, the commercial 
relations of the federated States inter se and the relations of the 
federal States to foreign Powers. 

An appeal to history shows that in real federations, next to 
combination for defence, the most noteworthy feature is the 
abandonment of the restrictive use of Customs duties between 
the constituent States; that is to say, that as regards federated 
States inter se the policy of internal free trade has been generally 
adopted. But it is equally true that in the commercial relations 
of the federations to foreign States, in general the opposite policy 
of protection has been the rule. The two lines of policy are not 
necessarily connected, and are supported by different reasons. 
The United Kingdom, for example, has maintained a system of 
internal free trade with external protection in one long period, 
and with external free trade in another long period as regards 
foreign countries. In any case, however, in a true federal State 
or real imperial union, the control of the fiscal relations with 
foreign States is vested in the central authority. In some im- 
portant cases also, it may be observed, a fiscal union (with internal 
free trade and uniform Customs) has preceded the definite union 
for defence. 

The policy of internal free trade—t.e., between the various 
parts of the British Empire—has, then, in its favour in the first 
place the historical argument. In the development of the idea 
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of nationality, the abolition of internal restrictions has played 
an important part. Adam Smith asserted that the freedom of 
internal commerce was, perhaps, one of the principal causes 
of the prosperity of Great Britain, and argued that if the same 
freedom could be extended to Ireland and the plantations, both 
the grandeur of the State and the prosperity of every part of the 
Empire would probably be augmented. And, as usual, he sup- 
ported the positive by the corresponding negative argument. In 
his search for truth he became diffuse. France was less prosperous 
owing to the different revenue laws of the different provinces ; 
the little duchy of Milan was divided into six provinces with 
different systems of taxation ; the still smaller territory of Parma 
was divided into four fiscal areas. And of these little States he 
says that nothing but the extreme fertility of the soil, under such 
an absurd system, could preserve them from falling into poverty 
and barbarism. 

The historical argument has been strengthened since Adam 
Smith’s time by the adoption of the policy of internal free trade 
by all the great States and federations of States in Europe and 
America, and has been adopted also in the amalgamations of 
separate colonies and provinces in various parts of the British 
Kmpire—e.g., in Canada, Australia, and South Africa. 

This uniformity in experience in the adoption of internal free 
trade offers a very remarkable contrast with the general adoption 
of the opposite policy in external relations, and it calls for special 
consideration. 

What, then, is the essential difference which apparently 
impels every great developed State to adopt internal free trade, 
and also, if we except the United Kingdom, to adopt some form 
of external protection? ‘This striking difference suggests that 
the policy of free trade cannot rest on a few simple dogmas 
universally applicable, but must be supported by different reasons 
in different circumstances. 

We can, of course, make the doctrine of free trade simple and 
universal by making the necessary assumptions and hypotheses ; 
but, as was so well observed by Sir Henry Maine, the value of 
the conclusion attained by this method of abstraction depends on 
the relative value of the elements rejected and the elements 
retained. And to estimate the relative values of our assumptions 
we must test them as Adam Smith did—by the appeal to 
experience. 

The first assumption in the ordinary free-trade argument is 
that if, through foreign importation, labour and capital are 
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displaced, they will find employment in the home country equally 
advantageous to themselves, and on the whole more advantageous 
to the country. It is implied that the productive forces are 
practically imprisoned within each country, and that only the 
products are interchangeable. 

The second assumption is that within the country the im- 
prisoned forces have perfect freedom, and may be directed to any 
employment as profit or advantage directs. 

When we test the first of these assumptions we find that in 
the course of economic progress, and especially in the course of 
the present generation, capital has become less national and more 
cosmopolitan ; but even in Adam Smith’s time the international 
mobility of capital was recognised. Accordingly, if by foreign 
imports the capital of any industry is displaced, it is possible 
that, instead of going to something else in the home country, 
it may be sent abroad. Some of it, of course, may be lost entirely 
if in a specialised form and really affixed to the place. The same 
is true, in a lessened degree, of the living capital labour. It may 
emigrate, or it may fall into less advantageous employment, or 
be lost in unemployment or pauperism. 

Another prominent fact in economic progress is the growing 
tendency to production on a larger and larger scale. The economy 
of large production makes every nation anxious to keep its home 
markets and expand as widely as possible its foreign markets. 

If we apply these facts to the questions of internal and external 
free trade, we sce that the advantage of free trade may be very 
different in the two cases. By the breaking down of internal 
barriers the mobility of labour and capital within the country 
or the federated States is increased, and if one locality suffers, 
another within the country gains still more ; and therefore, so far 
as internal free trade is concerned, encouragement is given on 
the whole to home employments. And in the case of internal 
free trade, the assumption of the retention of the productive forces 
within the country is also legitimate; in fact, this is implied in 
the very word “internal.” 

Similarly also the abolition of internal barriers admits of the 
extension of the scale of production, and the nation as a whole 


1 « A merchant, if has been said very properly, is not necessarily the citizen of 
any particular country. It is in a great measure indifferent to him from what 
particular place he carries on his trade ; and a very trifling disgust will make him 
remove his capital, and together with it all the industry which it supports from one 
country to another, No part of it can be said to belong to any particular country, 
till it has been spread, as it were, over the face of that country either in buildings 
or the lasting improvements of lands.” Wealth of Nations, Book III., ch, IV., last 
para, 
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benefits by the economies introduced. And since the home market 
is, in general, the principal market, and by internal free trade 
its organisation is improved, in this respect also the country 
gains by internal free trade. 

But with external free trade it may happen that capital and 
labour will be displaced to foreign parts; and it may happen also 
that to the foreigner will be given the benefit of large scale 
production by admission to the home markets; that so far home 
industries are contracted, and that home industry must compete 
with increasing difficulty with an expanding foreign industry. 

Adam Smith, in his treatment of foreign trade, always 
emphasised the importance of the home market and of the home 
employment of labour, but he insisted also that in the natural 
course of the progress of opulence the export of surplus products 
becomes of increasing importance. And from this point of view 
access to foreign markets must be obtained; and it is for this 
reason that the recovery or retention of a great foreign market 
by means of retaliation may be good policy. 

In the limits of time available it is impossible to deal more 
fully with this interesting contrast ; but I venture to say first that, 
as regards the policy of internal free trade, the assumptions, on 
which the arguments in its favour are based, are very generally 
realised ; but, secondly, that, with regard to external free trade, 
the case is not so simple—that the advantage depends on the 
realisation of another set of conditions, and an appeal to ex- 
perience is necessary. 

At this point, however, a protest must be made against the 
idea that the rejection of the simple universal argument for 
external free trade—t.e., free trade with foreign countries—means 
the acceptance of the similar easy and simple argument in favour 
of dogmatic protection. If the assumption needs proof 
that the labour and capital displaced by foreign imports will 
find employment in the home country, the assumption equally 
needs proof that if we exclude foreign imports, of necessity we 
obtain an augmentation of industry and an increase of consuming 
power. If the case for protection were so simple and obvious, 
the policy of a Chinese isolation would be universally adopted, 
or at best trade would be confined entirely to things which a 
country could not produce for itself. 

To resume. The case for internal free trade within the British 
Empire from the point of view here taken up must depend largely 
on the reality of the idea of imperial union, as contrasted with 
the idea of independent nationalities. And in this way we see 
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the importance of the inter-connection of the various aspects of 
imperial union. Everything, from defence downwards, which 
tends to promote common interests and the reality of union, is 
favourable to the adoption of internal or inter-imperial free trade ; 
and this again is favourable to the other objects of internal union. 

It is, of course, possible to argue the case from the point of 
view of the mutual advantage of the inter-dependent parts in 
each and every case. We may try to show that each and every 
colony and possession would gain by breaking down its protective 
duties against the Mother-country, and if the argument on these 
lines were successful, it would be the strongest of all. And 
without postulating such a surprising harmony of interests, it 
may be granted that there is a good deal of truth in the conten- 
tion. With internal free trade, labour and capital would flow 
much more readily from the old country, where they are super- 
abundant, to the new countries, where they are most needed ; 
and all the colonies need more capital and labour. 

It is rather astonishing, however, to find that those who lay 
most stress on the simple dogmatic argument for free trade, who 
think that for the United Kingdom the smallest differential duty 
would be dangerous, if not fatal, to its prosperity, are the very 
people who seem to think that with the colonies the case for free 
trade—even with the Mother-country—cannot even be argued. 
The colonies, we are told, have definitely made up their minds 
that never will they accept the policy of internal free trade. But 
why should the colonies be so obstinate and so foolish if free trade 
is always the best policy? 

The truth is, we are again forced to appeal to experience and 
to take account of actual facts and conditions. 

If we look to history we find that the policy of internal free 
trade adopted by great States and federations of States has led 
to losses in some places and gains in others. The adoption of 
internal free trade in the British Empire would no doubt also 
have a complex result: there would be local losses as well as 
local gains, and there would be a certain disturbance of vested 
interests. In order, then, to induce the various parts to consent 
to this disturbance, the general gains of imperial union must be 
made convincing. 

And this naturally leads up to the consideration of the external 
commercial relations of the Empire. In this matter, as pointed 
out already, the policy of most confederations has been opposed 
to free trade; and external protection has been supposed to 
promote consolidation and in that way to promote also internal 
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free trade. The question is worth consideration—whether some 
sacrifice of external free trade by this country might not be more 
than compensated by a similar extension of internal free trade? 
And whether it might not be worth some sacrifice to have some 
general agreement on the commercial policy of the Empire in 
relation to foreign States, so as to promote in this way also the 
sense of community of interests, and again, incidentally, to break 
down the internal barriers. 

It was said by Bentham, who in the matter of the importance 
of security was a veritable monomaniac, that it is sometimes 
necessary to sacrifice security to security ; and surely the parallel 
is obvious, that sometimes, in the interests of free trade, freedom 
must be sacrificed to freedom. Internal free trade within the 
Empire would surely be worth the sacrifice—if necessary—of a 
certain amount of free trade with foreign countries. 

I do not mean to assert that the ideal of inter-imperial free 
trade can only be realised if as a preliminary this country 
abandons its policy of external free trade and shares in a policy 
of imperial protection. All I mean to assert is that the advantages 
of internal free trade throughout the Empire may, in the course 
of time, be so great that, 1f necessary, a compromise should be 
effected between the external policy of the Mother-country and 
that of the colonies. 

The ideal of internal free trade can in any case only be gradu- 
ally realised by Britain. The full adoption by Britain of the 
policy of external free trade was not completed in much less than 
a hundred years after the publication of the Wealth of Nations, 
though it began with Pitt’s treaty with France in 1786. ‘The 
repeal of the Corn Laws was not the beginning nor the end of 
the battle ; it was only the most striking incident in the middle 
of it. Nor was the battle won merely by a conclamation of 
popular war cries ; the great financial statements of Mr. Gladstone 
were crammed with facts, and the progress made towards the 
ideal was adjusted to circumstances. 

And in the same way, if the ideal of inter-imperial free trade 
is to be realised, we must be prepared to advance step by step. 
But at this point, perhaps, I may be permitted to insist on the 
platitude that if progress is to be made, the steps taken ought to 
be forwards and not backwards, and to illustrate the platitude 
by the assertion that to impose taxes on colonial products that 
at present have a free entrance to our markets, even if accom- 
panied by higher duties on the foreigner, looks very like a step 
backwards. With the markets of this country open to the rest 
of the Empire, half the journey is already accomplished. 
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At the same time, in the pursuit of internal free trade within 
the Empire, we must be prepared to look to the spirit and not 
to the letter of the law; we must take a broad view of the total 
effects of our policy and a broad view even of the meaning of 
our policy. With Adam Smith and the succession of great states- 
men and thinkers who carried some of his ideas into practice, 
free trade did not mean the abolition of all Customs duties; and 
it was only in recent years that it came to mean the imposition 
for every Customs of an Excise exactly equivalent. The abolition 
of the shilling duty on corn in 1869 may be said to mark the 
passage of free trade from a broad working principle to a narrow 
creed. 

The practical object of free trade is to get rid of or to avoid 
the evils of the policy of restrictions and monopolies. But in 
the matter of raising revenue the ideal rules of taxation must 
give way to the practical necessity of productiveness. For the 
sake of this practical rule, every one of the canons of Adam Smith 
has been more or less disregarded. Listen to the master himself : 
“After all the proper subjects of taxation have been exhausted, 
if the exigencies of the State still continue to require new taxes, 
they must be imposed upon improper ones.” And he goes on to 
approve of the taxes imposed by Holland upon the necessaries 
of life in order to meet the expenses of the wars for national 
independence and the expenses of the great embankments 
necessary for national existence. 

Adam Smith proposed a uniform system of Customs, and this 
ideal has been carried into effect by great modern federations— 
e.g., Germany and the U.S.A. But having regard to the absence 
of territorial contiguity and the variations in the economic con- 
ditions of the British Empire, a perfectly uniform system of 
Customs duties may not be attainable. But if uniformity is not 
attainable in practical details, there may well be a general 
agreement on the principles to be applied ; and the power of the 
Empire might be used either for the negotiation of treaties or 
for applying the pressure of retaliation. 

In dealing with this part of the imperial question, it must be 
remembered that, judging by the experience of other great con- 
federations, just as the presumption is in favour of internal free 
trade, so the presumption in external relations is in favour of 
partial restrictions on foreign imports. But in neither case is the 
presumption proof, and again, as always, we are driven to detailed 
consideration of actual conditions. 

Although in modern federations the central authority relies 
largely on Customs duties, there is no valid reason why part of 
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the imperial revenue should not be raised, as Adam Smith pro- 
posed, from other sources, especially from the growing economic 
rent of land.’ Nothing could well appear more equitable than 
that the rent which arises from the general progress of any society 
should be used for the security and the advancement of that 
society ; and if this security and advancement are promoted by 
imperial union, the union should share in the profit. Moreover, 
such a tax on the unearned increment of land would have a 
balancing or compensating effect on any redistribution of wealth 
and population that might be the effect of the adoption of internal 
free trade. 

Time will not permit of even a reference to other possible 
benefits of imperial union. There is, for example, the treatment 
of subject races on the one side and the treatment of the great 
monopolies of capital on the other ; there is the conduct of emigra- 
tion and immigration; and, to make a summary condensation, 
there are all those other projects which may be brought under 
the duty assigned by Adam Smith to the State—the duty, namely, 
of erecting and maintaining certain public works and institutions 
which it can never be for the interest of individuals to maintain. 
But, in such an extension of the industrial domain, the rule would 
be that the imperial authorities should intervene only when the 
local States were unfitted for the task. 

Let me now, in conclusion, try to express in short compass 
the main trend of the argument. The basis is the scheme of 
imperial federation propounded by Adam Smith. The foundation 
of the whole scheme is the necessity of defence ; imperial defence 
ought to be regarded not as the last luxury but as the first neces- 
sary. War and the fear of war have been the great agents in 
promoting the federation of independent or quasi-independent 
States, for the attainment of this primary object of political 
union. In the matter of defence, the method of friendly alliances, 
or the method of coincidence based on voluntary contributions, 
coupled with independent control, cannot be compared in efficiency 
with the method of central organisation—especially in a system 
of defence in which the basis must be the naval power. But, as 
all history shows, the method of voluntary contributions may be 
a necessary stage in development. 

Continuous defence involves, if the federal or imperial idea is 
to be the aim, a continuous revenue, growing with the needs of 
the federation or the empire, and a continuing central authority 


1 The policy of the Labour party, which has just come into power in Australia, 
is to pay for naval defence by taxes on land. 
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in which every constituent is represented to adjust the expendi- 
ture, and also to approve and determine the policy of the Empire 
in questions which may involve the issues—peace or war. 

But a union for defence of the kind described would naturally 
involve union for the attainment of other objects. Amongst these, 
internal free trade between the parts of the Empire appears, in 
the light of history (as in the scheme of Adam Smith), to take 
the position second only in importance to defence. Closely asso- 
ciated with this adjustment of internal commercial relations would 
be an agreement, at any rate in principle, as to the external com- 
mercial relations with foreign States. Finally, there are the 
other varied duties which experience shows may be best under- 
taken by the imperial authority. The great danger of imperialism 
—the danger of over-centralisation and over-government—which 
contributed so greatly to the fall of the Roman Empire—this 
danger will be avoided if we hold to the guiding principle of Adam 
Smith : to entrust to no government what can be as well done 
by the individual, and to no central authority what can be left 
to local governments. By this simple rule, room is left for the 
full development of the ideals of nationality : Canada for the 
Canadians, Africa for the Africanders, and so on; and the objec- 
tions founded on the abandonment of acquired or incipient 
sovereign rights disappear. 

Such are the broad features of the scheme. But it will be 
objected that imperial federation of the kind proposed has already 
been tried in the balance and found wanting. According to this 
view, colonial opinions once expressed are to be considered as 
final and as unalterable as the laws of the ancient Medes and 
Persians. Surely nothing could be more unreasonable. 

Why should we suppose that the people in the overseas 
dominions, who relatively to us in this country are free from the 
oppression of social and political traditions, and with everything 
in their environment to stimulate freedom of thought and freedom 
of movement, why should we suppose that of all the peoples on 
the earth they alone must have their future destinies decided once 
for all by the uncertain and divided opinion of the present day 
and generation? If the old men in this old land can dream 
dreams, are the young men overseas too dull to see visions? 

And if once the ideal of Empire is recognised as desirable, the 
changes of recent years—of very recent years—are all favourable 
to the beginnings of realisation and to laying the foundations on 
the right lines. 

In 1862 a resolution of the House of Commons declared that 
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the colonies, which enjoy self-government, should undertake the 
responsibility and the cost of their own military defence. The 
commentary of Sir Erskine May? is instructive. “To carry this 
policy into effect,” he says, “must be the work of time. But 
whenever it may be effected, the last material bond of connection 
with the colonies will have been severed ; and the colonial States, 
acknowledging the honorary sovereignty of England, and fully 
armed for self-defence—as well against herself as others—will 
have grown out of the dependencies of the British Empire.” Mark 
the words: “the honorary sovereignty of England,” and the 
colonial forces fully armed for defence—even against the Mother- 
country. And yet, such is the power of political tradition, that 
in the next sentence we are told: “They (i.e., the colonies) will 
still look to England in time of war for at least naval protection ; 
and in peace they will continue to imitate her laws and institu- 
tions, and to glory in the proud distinction of British citizenship.” 

Is it too much to say that the recent acceptance by the colonies 
of the responsibility for naval defence, instead of severing the 
last bond of material connection, has, on the contrary, checked 
the tendency to disintegration and initiated new ideas for the 
development of common interests? 

Apart from details, what was the vital principle that animated 
the speeches of the colonial representatives at the Conference of 
1907? 

It was the anxiety and the eagerness to make some advance 
to real union, not only in defence but in any mode by which 
the parts of the Empire might be more closely united. It was 
not that the representatives of this country asked for assistance, 
even for defence, but that those from the other side offered to 
come over and help us. ‘Their insistence on the need for com- 
mercial preference, again, seemed not so much to be based on 
the idea of possible gain to themselves as on the idea of recog- 
nition of community of interests. 

And what were the obstacles? The colonies said (through 
their representatives) that it was the fetish of free trade wor- 
shipped by us; but it might well be replied it was just as much 
the idol of the market place—fiscal autonomy—worshipped by 
them. 

The most recent experience of all, so recent that it is still 
in the very act of becoming an experience, is the recognition by 
both the great political parties of this country that constitutional 
changes of vital importance must be introduced into the Parlia- 


1 Constitutional History of England, Vol. III., ch. XVII, p. 376 (6th edition). 
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ment of the United Kingdom. There is unanimity, or practical 
unanimity, on one point, and that is that something must be 
done. And that, fortunately, is the only point of importance for 
the present argument. The minds of the people of this country 
are being turned to the first principles of government. And it 
is quite possible that before they have finished their examination, 
they will ask the question: Is the British Parliament, in any 
true sense of the term, an imperial Parliament? and if it is, by 
what curious subconscious methods are the parts of the Empire 
beyond the limits of the United Kingdom represented? And 
cannot this subconscious method be improved upon? 

The times are favourable for putting once more the question 
of imperial federation, and circumstances, alike in foreign 
countries, in the colonies, and in this country, demand that some 
practical answer should be given. But if we follow the wisdom 
of Adam Smith?! by a practical answer, we do not mean that we 
are to set about the immediate realisation of the ideal, ‘‘com- 
pletely and in all its parts, without any regard either to the great 
interests or to the strong prejudices which may oppose it.” That 
would be the folly of the man of system. “The true statesman,” 
he says, “like Solon, when he cannot establish the best system, 
will try to establish the best the people can bear, and when he 
cannot establish the right, he will not disdain to ameliorate the 
wrong.” We must in the life of nations allow time for growth 
and time for decay, and in the life of nations even a century may 


be a short period. 
J. SHIELD NICHOLSON 


1 Theory of Moral Sentiments. Part VI., section II. This part was added by 
Adam Smith in the last year of his life, 1790, and may be taken as giving his 
mature views on “‘ nationalism” and ‘‘ defence,” 








COMPULSORY INSURANCE AGAINST 
UNEMPLOYMENT. 


I 


THE chief advantage of compulsory insurance is that every 
person is thus bound to make provision, whereas in a voluntary 
scheme the very persons who most need to make provision are 
often the least likely to avail themselves of the opportunity. 

There are other incidental advantages. The cost of adminis- 
tration can be kept lower in certain respects than in a voluntary 
scheme. Contributions can be collected through employers, for 
instance. Further, through a system of compulsory insurance, 
the State can easily keep its finger on the pulse of industry. 

But there are many disadvantages, especially if use be not 
made of voluntary associations. 


(a) The scheme of compulsory insurance may not be so 
comprehensive as may at first appear. Large numbers of 
workmen who are much subject to unemployment may fall 
out of the scheme because of their inability to keep within 
it. But it may be contended that insurance is no more 
applicable to such cases than a curative hospital is suitable 
for a chronic invalid. 

(b) Control of unemployment may be difficult. A com- 
pulsory scheme must be run, in part at least, by the State. 
How is the State going to make sure that a man is genuinely 
unemployed? Much can be done through a well-developed 
system of labour exchanges; but it is doubtful whether in 
the near future the ordinary operations of the exchanges will 
be so extensive, whether they will be so generally used by 
employers, that an effective check on unemployment can 
be exercised through them alone. In the branches of the 
trade unions there is exercised the close mutual check of 
fellow-workmen, well acquainted with each other and the 
conditions of industry in the locality. They have to bear 
one another’s burdens through their contributions, and have 
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every incentive to see that no man unfairly burdens his 

neighbour. In a State scheme such stern self-interest will 
not operate, and it is well known that the conscience of the 
ordinary person is remarkably slack in the matter of cheating 
that intangible entity—the State. Not unseldom is a man 
not ashamed to cheat the State; he is even proud of having 
tricked an official. It is not likely that a new conscience in 
these matters will arise with a compulsory scheme of 
insurance. 

(c) Actuarial difficulties are considerable in insurance 
against unemployment. Some may question whether a State 
scheme will possess that flexibility of contributions and 
benefits which can be secured without much difficulty when 
workmen are organised in their own associations. 

(d) On the whole, it is more beneficial, both to the indi- 
vidual and to the community, that a person should be induced 
to a desirable course of conduct rather than that he should 
be coerced. Coercion is mechanical. The quality of living 
things is to respond to stimuli. They possess vitality in the 
degree in which they do respond, and men and society are 
living things. It may well be that the advantages of com- 
pulsory insurance more than counterbalance any disadvan- 
tages, but the disadvantages should not be overlooked. 

(e) Perhaps most important of all, the educative influence 
on workmen of managing organisations started and main- 
tained by themselves would be lost, unless use is made of 
such organisations in the compulsory scheme. It is difficult 
to exaggerate the importance of this consideration, as difficult 
as to exaggerate the influence of the light and heat of the 
sun on the growth of flower and tree. Any system of insur- 
ance must be tested, not solely by its effect on provision 
against unemployment, but also by the measure in which it 
fosters general progress, and no factor is more essential to 
i the progress of the working classes than the development of 
| habits of self-management. 





eee 


II.—CONTINENTAL EXPERIENCE. 
(1) St. GALL. 


Compulsory insurance against unemployment has been actually 
tried at one place only, at St. Gall, in Switzerland. Mr. Schloss, 
in this country, has given very full accounts of the scheme and 
of its operations, 
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A law was passed in 1894 in the Canton of St. Gall, which 
authorised any commune to set up a scheme of compulsory 
insurance against unemployment. Insurance could be made 
compulsory for all workmen earning not more than 4s. a day, 
unless they were equally insured otherwise. Insurance could be 
made optional for persons earning more than 4s. a day. The 
local authority could also make the insurance compulsory for 
women. 

Insured members were to pay contributions. A subsidy was 
to be granted by the local commune and the canton, and a further 
subsidy was to be obtained, if possible, from the Confederation. 
Gifts could also be received. 

The town of St. Gall adopted the scheme of compulsory in- 
surance. It tried to get two neighbouring communes to join. 
Both ultimately refused. In one especially, the workmen would 
have nothing to do with the proposal. The scheme was in force 
in the town of St. Gall for two years. It was then abandoned, 
mainly at the instance of the better class of workmen. 

The scheme was badly conceived and as badly executed. 
Large numbers of workmen were not insured, although many 
were fined. Messengers and commissionaires, and persons em- 
ployed in the postal and the telegraph service and on railways, 
were exempted, the former because it would have been extremely 
difficult to verify unemployment in their case, the latter 
because practically they were never unemployed except through 
their own fault. It is very doubtful whether the law permitted 
these exemptions. It was found very difficult to get members to 
pay their premiums. Many migrated rather than pay. 

There was no adequate check of unemployment. Persons 
drew benefit who had no legal right to benefit. Workmen who 
usually at certain seasons left the town for country work now 
stopped in town and drew benefit. It is said that much of the 
money received in benefit was spent in the public-houses. 

The scheme was administered by the Poor-Law Department, 
and therefore became connected with the Poor Law in the minds 
of the people. The officer in charge had a large amount of 
additional work thrown on his shoulders, but was not given 
additional pay. 

The better class of workmen, from the beginning suspicious 
of the scheme, became the more bitterly opposed to it when they 
saw the abuses which arose. Opposition seems to have been the 
stronger because employers were not required to contribute. 
Ultimately the opposition to the scheme and its manifest failure 
brought it to an early end. 
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It is unfortunate that the one scheme of compulsory insurance 
against unemployment which has actually been put into practice 
should have been discarded largely because of palpable defects 
of administration without a fair test of the principles on which it 
was based. 

(2) ZURICH. 


In 1898 a scheme of.compulsory insurance was brought for- 
ward in the Town Council of Zurich. 
Insurance was to be compulsory on workmen earning less than 
a certain rate. As at St. Gall, subsidies were to be received from 
the commune and canton, and, if possible, from the Confedera- 
tion. Employers were to contribute, and the contributions of 
workmen were to be collected through them. ‘The rates of con- 
tributions for the workmen differed according to earnings, but 
were higher in the building trade. Benefit varied according to 
usual wages and the number of dependants. The proposed scheme 
was not carried. 
(3) Baste. 


The most important proposals which have yet been passed by 
a legislative body regarding compulsory insurance against un- 
employment were those made at Basle in 1899. A bill was 
originally drafted in 1893 with the assistance of Dr. Adler, one 
of the principal authorities in Switzerland on the question. After 
very mature consideration, a bill was ultimately passed through 
the Great Council in 1899, by forty-six votes to twelve, establish- 
ing a compulsory system of insurance against unemployment. 

The bill was very carefully drawn up. All wage-earners 
engaged in factory, building, or earth work, earning less than 
£72 per annum, were to be insured, with certain minor excep- 
tions. The rate of contributions varied according to— 


(a) The occupation and the degree to which it was subject 
to unemployment. 
(b) Wages earned. 


There were four classes in each of these sections, making in 
all sixteen possible rates of contribution. The rates ranged from 
4d. to 43d. per week, and were to be collected through the 
employer. 

Benefit varied according to— 

(a) Wages—there were four classes corresponding to the 
four classes in rates of contribution. 
(b) The number of dependants. 
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This latter consideration was a departure from the strict 
principles of insurance. Benefit ranged from 63d. to 1s. 74d. per 
day. Provision was made for the cases of persons working short 
time, and of unemployed persons engaged in bye-employments. 

Employers were to contribute 1d. per week in some cases, 
2d. per week in others. The canton was to bear the cost of 
administration, and was also to pay a subsidy of £1,200 per 
annum. The amount of the subsidy was fixed at a comparatively 
high figure in the expectation that the expenditure which had 
been necessitated in former years to relieve the unemployed would 
be reduced in consequence of the scheme of insurance. A reserve 
fund was gradually to be built up. The scheme was to be under 
the management of a committee, which was to contain repre- 
sentatives of employers and insured members. 

A proposal made in the Great Council that the bill should be 
submitted to referendum was rejected. But after its passage 
through the Great Council, the required number of electors 
petitioned for the referendum. ‘The bill was therefore submitted 
to the public vote. It was decisively rejected, 5,458 votes being 
cast against it, and only 1,120 for it. The total electorate num- 
bered over 16,000, so that the number of abstentions was large. 
It is a remarkable fact, especially having regard to the large 
majority against the bill, that it was supported by newspapers of 
all parties, 

The opposition came from employers and employed, and, on 
the whole, it is probable that in this instance at least the people 
were wiser than their legislators. Dr. Mangold, the cantonal 
statistician, who has closely studied the problem in Basle, wrote, 
in 1906: “. . . each winter in part, the same persons, who form 
relatively a small proportion of the total number of workmen, 
become unemployed. It is clear that it does not pay to set up 
for these persons so elaborate machinery as the compulsory 
scheme of insurance proposed in 1899.” 


(4) GENERAL. 


Leaving to be considered lastly the scheme which has been 
foreshadowed for the United Kingdom, several other suggestions 
have been made for establishing compulsory schemes of insurance 
against unemployment. During the last decade of the nineteenth 
century quite a strong wave of feeling seems to have passed over 
Switzerland, Germany, and France in favour of compulsory in- 
surance against unemployment. The stress from unemployment 
which marked some of the early years of the decade made men 
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quick to run to plausible remedies. In the next decade, the wave 
subsided to a small ripple. Whether it will rise again, whether 
the proposals made in this country will once more stir the waters, 
especially if the proposals issue forth in the full strength of law, 
remains to be seen. 

In Germany the subject has been much discussed. The 
elaborate report on insurance against unemployment, issued by 
the Imperial Statistical Office in 1906, poured cold water on 
compulsory schemes. In the Reichstag in November, 1908, 
Herr von Bethmann Hollweg, then Minister of the Interior, said 
that the Government had no present intention of introducing 
compulsory insurance against unemployment, and that he was 
not aware that any proposals existed which overcame the practical 
difficulties involved. 

Many schemes have been privately suggested. The imposing 
structures of compulsory insurance which already exist have 
naturally awakened thoughts that insurance against unemploy- 
ment should be joined on to them. Some recommend that such 
insurance should be worked with the present institutions for sick 
insurance, while others consider the institutions for insurance 
against invalidity and old age more suitable. It has also been 
suggested that option should be granted to the communes to make 
insurance compulsory within their areas. 

Dr. Freund, president of the district insurance office at 
Berlin, and one of the originators of the Berlin Labour Exchange, 
has advocated that compulsory insurance should be worked in con- 
junction with the labour exchanges. In this respect, he antici- 
pates the scheme foreshadowed for this country. It is provided 
in his proposals that a higher rate of benefit should be given when 
the recipient has children dependent on him. He thus introduces 
a principle alien to strict insurance. 

One of the most interesting proposals made in Germany, not 
only because of the high source from which it issues, but also 
because of the principles on which it is based, is the scheme sug- 
gested by Dr. Zacher, formerly president of the Imperial Insur- 
ance Office. He considers that unemployment due to strictly 
industrial causes is a risk analogous to that of industrial accident. 
In Germany, employers have to form themselves into associations, 
and have themselves to provide the premiums, to secure to their 
workmen insurance against industrial accidents. Use the same 
associations, with contributions only from the employers, recom- 
mends Dr. Zacher, for unemployment due strictly to industrial 
causes, as distinguished from unemployment due to personal 
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causes, and excluding also seasonal unemployment. Unemploy- 
ment of purely industrial origin, he contends, which is ‘an 
inevitable consequence of capitalist production, cannot be miti- 
gated—perhaps it can be suppressed—except by an insurance 
of which the contributions are paid by the masters of industry. 
Any other system which tends to burden other shoulders with 
the cost of insurance against unemployment is illogical.” Apart 
from questions of principle, the great practical difficulties of such 
a scheme are obvious. 

These and other proposals for compulsory insurance which 
have been put forward in Germany have up to the present borne 
no fruit in legislation. 

In France, also, many proposals have been made. In 1903 
the question was fully considered by the Conseil supérieur du 
travail. The Conseil pronounced against compulsory insurance. 
In the course of the inquiry, the probable cost of compulsory 
insurance was considered, and, assuming that the State provided 
a fourth of the necessary contribution, and allowing for restric- 
tions as to the period of benefit, it was estimated that the cost 
would exceed £1,500,000. The Government did not embark on 
compulsory insurance, and contented themselves with subsidising 
insurance effected through voluntary organisations. 

In Switzerland some schemes were put forward in addition to 
those which have been described. None were adopted. In 
Norway and Denmark laws were passed in 1906 and 1907 respect- 
ively, providing for Governmental assistance to insurance against 
unemployment. In both countries the laws were passed after 
inquiries had been made into the subject. In neither country was 
compulsory insurance adopted. : 

So far as can be gathered, the attitude of the workman on the 
Continent towards compulsory insurance against unemployment 
is generally one of suspicion. He begrudges the compulsory con- 
tribution, and fears that he would be mulcted to provide benefit 
for less competent or less deserving members of his class. 


III 


Tuer UNITED KINGDOM. 


The scheme foreshadowed for the United Kingdom is the most 
extensive which has yet been authoritatively put forward. Par- 
ticulars of this scheme have not been officially published, and in- 
formation has to be gleaned from reports of speeches and of inter- 
views, and it seems very doubtful if all the details are correct, 
or, if correct at the time when reported, will not be considerably 
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modified when the bill emerges complete from its shell. With 
this reserve, it will be interesting to consider what is stated to be 
the measures which are proposed. 

Insurance is to be made compulsory on workmen employed in 
certain trades—the building trade, construction works generally, 
shipbuilding, engineering, and vehicle making. These trades 
appear to have been chosen because in them unemployment is 
most severe. In the trades some 2,250,000 persons are employed, 
about one-third of the total engaged in industrial occupations, 
or about a half if we exclude such occupations as coal-mining and 
textile and railway work, in which slackness is met by working 
short time. 

Contributions will differ in the several trades according to the 
risk of unemployment. Equal amounts are to be contributed by 
the insured workman, the employer, and the State, and it is 
considered that each will contribute weekly about 2d. or 24d. 
The contributions of the workmen will be collected through the 
employer. The State will bear the cost of administration, and 
it is estimated that the charge to the State in cost of administra- 
tion and of contribution will be some £1,500,000 the year. 

Benefit is to be at the rate of about 7s. or 8s. a week. It is to 
be granted for a limited time, probably not more than fifteen 
weeks in one year, or twenty weeks if the benefit is at a lower 
rate. A person has to pay contributions for eight months before 
he becomes entitled to benefit. A person who exhausts his 
limit of benefit in any one year has to wait longer before he 
becomes entitled to benefit in the next. If he again exhausts 
his benefit in the following year he has to wait still longer, and 
so on, the waiting period progressively rising to the extent that 
benefit is exhausted. It is hoped thus to weed out the chronically 
unemployed. The scheme is to be worked in conjunction with 
the labour exchanges. Unemployed members must take work 
offered to them through the labour exchange on penalty of for- 
feiting their right to benefit if they cannot satisfy the committee 
of the exchange that their refusal is justified. This committee 
will contain representatives of employers and workmen. 

Workmen and associations other than those in the scheduled 
trades may join the scheme of insurance, but apparently not on 
such favourable terms as those for whom insurance is compulsory. 

Several questions arise with regard to the scheme. 

(a) How far will the compulsory insurance be effective? 
Many persons will drop out of the scheme; the chronically 
unemployed will be weeded out. Municipalities will not be much 
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relieved in the problem of unemployment which immediately 
troubles them. But, as already explained, it is scarcely the work 
of a scheme of insurance to provide for the chronically unem- 
ployed, nor is it socially desirable that it should. 

(b) Apparently it is not contemplated to make use of existing 
organisations, trade unions more especially, for dealing with 
insurance against unemployment. It may be considered that there 
is difficulty in using such organisations in a compulsory scheme 
of insurance, especially if employers are to be required to 
contribute liberally. 

In a report by Messrs. Shackleton, M.P., and Barnes, M.P., 
published in 1909, these trade union leaders pronounced, as 
between different schemes of assistance, in favour of a system 
by which unemployment benefit was subsidised through trade 
unions. In the Trade Union Congress held in September, 1909, 
Mr. Shackleton, as president, spoke in favour of the scheme fore- 
shadowed by the Liberal Government. The Parliamentary 
Committee of the Congress reported in support of the scheme, 
and pronounced it to be “bold and comprehensive,” and the 
Congress adopted the report. The same Congress rejected a 
proposal that the Treasury should be asked to grant a subsidy 
to trade unions in respect of unemployment benefit provided by 
them. It therefore seems that, at present at least, the auspices 
from the trade union quarter are favourable to the scheme of the 
Government. Whether they will continue so favourable when 
the scheme is more fully considered is perhaps not quite so 
certain, unless, as seems on the whole not unlikely, the scheme 
contains some recognition of what the trade unions are doing to 
provide against unemployment. 

(c) The scheme only applies to about a third of the industrial 
workers of the country. No doubt, if successful in these trades, 
it will be applied to other trades. But workers in the latter 
trades may complain because they do not immediately receive the 
benefit of subsidy from State and employer. Further, the coal- 
miner and the cotton-worker, though they partially break the fall 
of unemployment by short time, none the less have to bear the 
burden of unemployment, and may claim that they should not 
be deprived of their proportion of assistance simply because they 
make provision in some way other than through insurance. 

(d) The contributions to be required from the employer are 
proportionately large. It seems not improbable that the propor- 
tion to be required has been overstated. If it remains at its 
present figure, opposition may be roused, especially if employers 
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are to be required to contribute towards other schemes of insur- 
ance—against sickness or invalidity. 

(e) The proportion of the contribution to be required of the 
workmen is low. Some may doubt whether one-third is an 
adequate sacrifice to be required of him. The question is not 
simply one of social justice, whatever that may mean, but much 
more a question of social expediency, of the consequences likely 
to result from the course proposed. 

The questions which have been raised are not necessarily 
fatal to the scheme, much less to the principles which underlie 
the proposals. Any scheme of this nature must inevitably be 
subject to criticisms at many points. Whether the advantages 
of compulsory insurance outweigh the disadvantages; whether, 
despite the possible difficulties, the experiment holds so much 
prospect of good as to justify the trial, can only be ascertained by 
fully considering the needs of the period, the alternative measures 
which might be taken, and the experience of the other forms of 
assisted insurance which have been tried within recent years at 
so many places on the Continent. 


I. G. GIBBON 








THE HISTORICAL BASIS OF ENGLISH POOR-LAW 
POLICY. 


Mr. and Mrs. WEBB’s “ English Poor-Law Policy ”? is written 
in the interests of a well-known propaganda, and aims at showing 
that the principles and policy advocated by that propaganda are 
the inevitable outcome of the past. “It is here not a question 
of whether we approve of this evolution of policy, or of whether 
we should seek to promote or to resist it, but merely of what 
exactly it has been, and therefore now is” (p. vi). They express 
in their Preface their surprise that no such chronological analysis 
of policy as theirs has ever before been undertaken ; and attribute 
to the difficulty of the undertaking “this general reluctance to 
work out, from the materials themselves, the Poor-Law history of 
the last three-quarters of a century.” To students of Poor-Law 
history the surprise will be, we think, at this uncalled-for deprecia- 
tion of the excellent work of such historians as Sir G. Nicholls, 
Mr. Mackay, and Sir W. Chance. 

The material from which the authors themselves set out to 
write Poor-Law history consists of the “Statutes, Orders, 
Circulars, Minutes, Reports, Letters, &c.,” of the Central 
Authority, together with the manuscript records and _letter- 
books of a score of Boards of Guardians (p. vii). In defence 
of previous historians, whose work will certainly not be 
superseded by this essay, it may be pointed out that Poor-Law 
history is not, for the most part, made at the Local Government 
Board ; it is not even chronicled there to any great extent. It is 
made at 600 Boards of Guardians, acting on their own responsi- 
bility within the very wide limits prescribed by the Local Govern- 
ment Board, and able to develop policies so opposed to one another 
as that of Poplar on the one hand and Whitechapel on the other. 
Hence previous historians have been amply justified in preferring 
to the mere chronological analysis of Statutes, Orders, Circulars, 
&c. (many of which have had little or no effect upon actual 


1 English Poor-Law Policy. By Beatrice and Sidney Webb. Longmans, Green 
and Co. Pp. xiii, 379. 
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practice), a method which should bring their readers more into 
touch with reality. 

The Preface also describes at some length, “‘as an instance of 
sociological method,” the plan upon which the writers dealt with 
the mass of documentary material which they accumulated. It 
consisted in employing assistants to copy out “the expressions of 
policy embodied in each document . . . on loose sheets of paper 
of even size and shape ” (pp. vii, vill). Then the loose sheets were 
sorted by subjects and arranged chronologically, and from them 
the history was written. It was no doubt a heavy task, taking 
some twelve months in all to complete ; but whether it is properly 
to be dignified by the name of a “sociological method ” is doubtful. 
Every student, we suppose, makes notes; and everyone who has 
made an index is familiar with the dodge of writing his entries 
on separate slips and then sorting them out. From the point of 
view of the historian the plan is open to the grave objection that 
the excerpts are very effectively separated from their context, 
which may lead to serious errors in interpretation, especially 
when the person who makes the excerpts is not the person who 
writes the history. The authors claim to have done their work 
with “scrupulous accuracy and exhaustiveness ” (p. viii). 

What is it that the work sets out to prove? It is this: That 
Poor-Law Policy as based upon the Report of 1834 was originally 
guided by three Principles; that in 1907 Poor-Law Policy was 
guided by three new Principles unknown in 1834; and that the 
Central Authority has in the interval been “reluctantly driven” 
from the one set of Principles to the other. The final step, of 
course, is to identify the Principles of 1907 with those of the 
Minority Report, and to accuse the Majority of ignorant muddling 
of the two sets. The whole argument is of surpassing ingenuity, 
but I submit that it does not stand the test of a reference to the 
original documents. 

To disentangle the argument, and at the same time to do 
justice to its ingenuity, is a task of some difficulty. We may begin 
by enumerating the two sets of Principles, defining the new ones 
in the words of their discoverers. Those of 1834 are: (1) The 
Principle of National Uniformity, i.e., of national uniformity in 
the treatment of each class of destitute persons. (2) The Principle 
of Less Eligibility, 1.e., that the condition of the pauper should 
be “less eligible” than that of the lowest grade of independent 
labourer. (3) The Workhouse System. (Ch. V.) The “New 
Principles unknown in 1834” are: (1) The Principle of Curative 
Treatment—“ that is, of bringing about in the applicant actual 
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physical or mental improvement, so as to render him positively 
more fit than if he had abstained from applying for relief ” 
(p. 264). {2) The Principle of Universal Provision—“ that is, the 
provision by the State of particular services for all who will accept 
them, irrespective of ‘destitution’ or inability to provide the 
services independently ” (p. 267). (8) The Principle of Com- 
pulsion, ‘“‘in the sense of treating an individual in the way that 
the community deems best, whether he likes it or not” (p. 268). 

These, then, are the dramatis persone, and the plot of the 
story is to show the hero (the Poor-Law Commissioners, alias the 
Poor-Law Board, alias the Local Government Board, alias the 
Central Authority) driven reluctantly from the arms of the vicious 
Principles of 1834 into those of the virtuous Principles of 1907. 
The story told by the Majority is less dramatic; there is no plot, 
no hero to speak of, and no victory of virtue over vice. There is 
only, and perhaps this not really less interesting, the gradual 
evolution of the policy of 1834 as it adapts itself to the changing 
conditions of social and industrial life, and utilises the increasing 
resources of science and experience. 

As an illustration of the method upon which the action of the 
piece is developed, let us take the case of Medical Relief. This 
is clearly an instance in which the policy of the Local Government 
Board in 1907 is guided by the Principle of Curative Treatment— 
“that is, of bringing about in the applicant actual physical or 
mental improvement, so as to render him positively more fit than 
if he had abstained from applying for relief.” What has to be 
shown is, that the same Principle did not actuate the Commis- 
sioners of 1834, and the Poor-Law Board after them. Hence 
we find it stated that, “When the Commissioners came to sketch 
out the classification of their proposed workhouse institutions, they 
did not include anything in the nature of a hospital,” and that 
“This omission of anything in the nature of proposals for indoor 
relief of the sick becomes the more significant when we notice 
that the Commissioners do allude with approval to a possible 
extension of institutional treatment for certain classes of defect- 
ives, such as lunatics and blind” (p. 8). On p. 118 we find this 
statement repeated in a stronger form: “We have shown that 
the institutional provision for the sick was not so much as men- 
tioned in the Report of 1834.” There is an air of proof about 
“‘we have shown” which is not justified, for when we turn to 
the Report of 1834 itself, we find it quite distinctly explained that, 
of the houses to be assigned to different classes of paupers, one 
is to be set aside for the sick : “in the workhouse of a single parish 
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the rooms appropriated for the use of the sick must often be 
empty ; in a house for the reception of the sick from a number 
of parishes, the absence of patients from one parish would be 
met by an influx from another, and a more steady average main- 
tained” (p. 313). Surely one of the slips of paper must have 
fallen under the table! 

We come next to the authors’ summary of the policy of the 
Central Authority in 1847, more especially as incorporated in the 
General Consolidated Order of that date. In section (X.), “The 
Workhouse of the General Consolidated Order of 1847,” we are 
told that “Even the sick are almost entirely ignored in the Order 
of the Central Authority, and there is the very minimum of recog- 
nition of an hospital provision. The policy of the Central 
Authority at this date, in short, deliberately excluded any use of 
the workhouse for the curative, reformative, or educational treat- 
ment of any class whatsoever” (p. 82). But turn to the Order 
itself, and what do we find? It provides for the appointment of 
a Medical Officer and Nurse in each workhouse (Article 153). It 
orders that every pauper on admission shall be examined by the 
medical officer, and if labouring under any disease of body or mind 
be placed in the sick ward or such other ward as the medical 
officer shall direct (Articles 91 and 92). It instructs the Guardians 
to consult with the medical officer from time to time, and make 
such arrangements as they may deem necessary with regard to 
persons labouring under any disease of body or mind (Article 99). 
It sets out in detail the duties of medical officer and nurse (Articles 
207, 213). It provides that the Visiting Committee shall report 
to the Guardians their answers to the following questions: “Is 
regular attendance given by the medical officer? Are the inmates 
of the sick wards properly tended? Are the nurses efficient? 
Is there any infectious disease in the workhouse?” (Article 
149). 

With what justice can an authority which prescribes so 
carefully provision for the treatment of the sick be accused of 
deliberately excluding any use of the workhouse for the curative 
treatment of any class? That many Boards of Guardians failed 
in their interpretation of these instructions, and that in conse- 
quence the actual treatment of the sick was often unsatisfactory, 
is beyond dispute ; but we are here dealing with the policy of the 
Central Authority as expressed in its Orders, which is another 
matter. The fact is that the Central Authority has always been 
in the unhappy position of endeavouring to hold together many 
thousands of Poor-Law Guardians and their officials to something 
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like a common policy, while those before cried “Forward!” and 
those behind cried “ Back!” 

By their suppression of relevant passages, the authors lead us 
skilfully up to the dramatic moment in the ‘sixties when an 
inquiry instituted by the Lancet revealed the deficient condition 
of the workhouse infirmaries. It is represented as the moment of 
conversion of the Central Authority to the new Principle. ‘The 
Central Authority at once accepted the new standpoint. It made 
no attempt to resist the provision of the necessarily costly institu- 
tional treatment for the sick poor, whether or not their ailments 
were infectious or otherwise dangerous to the public. The pro- 
gressive improvement of ‘the hospital branch of Poor-Law ad- 
ministration,’ to use the phrase of the Central Authority itself, 
which had in the preceding years grown up unawares, was now 
definitely accepted as an important feature of its policy ” (pp. 119- 
20). It is difficult to see how, in face of the articles quoted above 
from the Order of 1847, the hospital branch of Poor-Law adminis- 
tration can be said to have grown up unawares. What we really 
have is no sudden conversion to a new Principle unknown in 1834, 
but a consistent development of the idea of special treatment for 
the sick (“curative treatment”), of which the germ was present 
in the special house for the sick indicated in the 1834 Report, 
which was elaborated in the General Consolidated Order of 1847, 
and which received great impetus in the movement for hospital 
reform from 1865 onwards to the present day. 

But it is not only in relation to the sick that we find the 
“Principle of Curative Treatment” is a natural and consistent 
development from 1834. It is still more obvious in the case of 
the children that the policy of the Central Authority has always 
been to bring about “actual physical and mental improvement.” 
From the very first stress was laid on the importance of providing 
education and training for the children, and the Consolidated 
Order of 1847 provides for the appointment of a schoolmaster and 
schoolmistress, and for the education by them of all the children 
in the workhouse under fifteen. And yet our authors can write : 
“The policy of the Central Authority at this date, in short, 
deliberately excluded any use of the workhouse for.the curative, 
reformative, or educational treatment of any class whatsoever ” ! 
(p. 82). 

The only sense in which this sweeping indictment applies is 
the strictly limited one that the Central Authority has never 
regarded the workhouse as a training-school for able-bodied adults. 
Both the Majority and Minority sections of the late Commission 
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believe that this class can be to some extent—how far is doubtful 
—treated on the same basis as the sick and immature ; and if the 
recommendations of either are carried into effect there will be a 
real extension of the Principle of Curative Treatment to another 
class. 

We have seen, then, that one of the “Principles of 1907” 
belongs just as truly to 1834. Let us now consider one of the 
“Principles of 1834”—the Principle of Less Eligibility in its 
original and special application to the treatment of the able-bodied 
pauper. We shall find it present in 1907 not only in the policy 
of the Central Authority, but also, and notwithstanding all dis- 
guises, in the Report of the Minority. This Principle is stated on 
p. 228 of the 1834 Report in the following words: “The first and 
most essential of all conditions, a principle which we find univers- 
ally admitted, even by those whose practice is at variance with 
it, is that his (7.e., the able-bodied pauper’s) situation on the whole 
shall not be made really or apparently so eligible as the situation 
of the independent labourer of the lowest class.” This does not 
mean that the relief given is to be inadequate, but that it is to be 
given under conditions such as will not tempt the independent 
“to quit the less eligible class of labourers and enter the more 
eligible class of paupers.” 

On pp. 261-3 the authors of English Poor-Law Policy suggest 
that the Central Authority has abandoned this Principle in respect 
to all but vagrants, but admit that there is no “explicit state- 
ment” to that effect (261-8). Since, however, the Central 
Authority is on trial only with regard to its explicit statements, 
that settles the question. The reference to the treatment of the 
able-bodied under the Unemployed Workmen Act is wholly mis- 
leading in dealing with the history of Poor-Law policy. The Act 
was created in order to get behind that policy, and its success in 
doing so has made of it a gigantic and admitted failure. 

It is, indeed, inconceivable that any scheme for the relief of 
the able-bodied should be framed which is not, tacitly or avowedly, 
based upon the Principle of Less Eligibility. The pill may be 
sugared with eulogistic epithets, and gilded with the promise of 
lavish allowances; but not even a Socialist State could afford to 
offer to all comers a life of dependence which should be more 
eligible than one of independence. It is true that the Minority 
repudiate the Principle as “futile and barbarous in its in- 
humanity ” (p. 358, H. P. L. Policy), and offer in its stead “full 
and honourable maintenance at the public expense” (Minority 
Report, p. 9216) ; but, still, it is there in their proposals, and there 
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so definitely that they anticipate having to apply their new 
Principle of Compulsion to induce some at least of the unemployed 
to accept their hospitality. To show the struggle which has gone 
on in the minds of the Minority between their desire to conceal a 
Principle which they have done so much to make unpopular and 
their recognition of its necessity, it is necessary to quote at some 
length from the Report itself. On p. 1204 we find a description 
of the treatment proposed for the able-bodied unemployed : ‘‘ For 
the young unmarried man it would probably be best to send him 
at once to a residential settlement in the country, where he would 
be free from the distractions of town life” (a delightful 
euphemism !). “But whether in town or country, it is essential 
to successful treatment that the training should take up the man’s 
entire day. If he is not at a residential colony, he will be required 
to be in attendance at 6 a.m., as he would be if he were in employ- 
ment; and as the day’s training will need to be diversified, and 
must include organised recreation of various kinds, his obligatory 
attendance will usually be prolonged until eight or nine at night.” 
After an enumeration of the advantages of this treatment comes 
a significant defence: “ . it is not agreeable to the ‘average 
sensual man’ to surrender himself continuously to an ordered round 
of continuous training of any sort under hygienic conditions, with 
every faculty kept alert by varied stimuli, so as to produce the 
highest state of physical and mental efficiency of which he is 
capable. In short, maintenance under training, whilst more 
‘ eligible ’ in every sense than starvation in idleness, is less agree- 
able than the ordinary industrial employment at wages, in one’s 
own occupation, with freedom to spend or misspend one’s wages 
and one’s leisure as is desired.” But what is this “less agreeable” 
but the “less eligible” of 1834 over again? ‘To find a mode of 
assistance which shall be preferable to starvation while it is not 
preferable to independent work for wages has been the Principle 
actuating the Central Authority from the beginning, and in theory 
at least the Minority does not deviate from it. Whether in 
practice their plan would work out quite as they intend is another 
question. We think they under-estimate the power of the normal 
man to defend himself against unwelcome “stimuli” ; it might be 
measured by his state of mind during a sermon, or—if he be un- 
musical—at an orchestral concert. He is quite capable of pre- 
serving an air of intelligence which covers an absolute blank 
within so long as he is warm and fairly comfortable. 

But what about “the freedom to spend or misspend one’s 
wages and one’s leisure as is desired,” which is to attract the men 
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back into employment and away from the State training estab- 
lishments? That it will be a very limited freedom appears when 
we turn the page. “So long as he commits no crime, and neglects 
none of his social obligations—so long as he does not fail to get 
lodging, food, and clothing for himself and his family—so long as 
his children are not found lacking medical attendance when ill, 
or underfed at school—so long, indeed, as neither he nor his family 
ask or require any form ‘of Public Assistance, he will be free to 
live as he likes. But directly any of these things happen, it will 
be a condition that the husband and father, if certified as able- 
bodied, shall be in attendance at the Training Establishment to 
which he is assigned. If he is recalcitrant, he will be judicially 
committed to a Detention Colony.” 

But why should any man be “recalcitrant” to an offer of “full 
and honourable maintenance” unless it is to be accompanied by 
conditions which he does not like—i.e., which make it “less 
eligible” than his position, not only as an independent labourer, 
but as a man unable to maintain his family? 

So far, then, we find that on examination two of the con- 
trasted Principles of 1834 and 1907—perhaps the two most im- 
portant—prove to be common to Poor-Law policy of both periods. 
We offer this result as an answer to a rhetorical statement of Mr. 
Webb’s in the Sociological Review for April, 1909. ‘For what 
the Royal Commission of 1905-9 has done, in its Majority Report 
no less than in that of the Minority, has been to destroy the much 
vaunted ‘ Principles of 1834,’ to reveal the intellectual bankruptcy 
of the policy so long inculcated by the headquarters of the Charity 
Organisation Society, and to ‘smash, pulverise, and destroy’ the 
whole Poor-Law system” (p. 128). 

The case against him is strengthened when we pass to the two 
remaining “Principles of 1834” ; they will take little space. The 
“Principle of National Uniformity ” comes first, and it is, we are 
told, “in 1907, with one notable exception, in practice abandoned. 
Uniform national treatment is to-day obligatory with regard to 
one class only of destitute persons, the wayfarers or vagrants” 
(p. 258). In the sense that the Guardians do exercise a very 
wide discretion within the limits laid down by the Central 
Authority this is true (and just as true with respect to vagrants 
as to other classes), and it is the reason why—as we have already 
pointed out—Poor-Law history cannot be written from a study 
of official documents alone. But the argument, which proceeds by 
enumerating divergencies of practice with respect to the children 
and the sick, shows a hopeless confusion in the authors’ minds 
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between a Principle and the practice in which it is embodied, 
between a policy and the various methods of carrying it into 
effect. Given the policy (e.g.) of providing the best treat- 
ment for the sick, it is clear that it may be achieved in 
some places by building a special infirmary, in others by 
subsidising a voluntary institution. What remains desirable 
is that the Central Authority should impress a uniform policy 
upon the nation, and though it has not completely succeeded 
in doing this, it has never abandoned the attempt. And once 
more we need only go to the Minority Report itself to find the 
“Principle of Uniformity” invoked as part of their scheme of 
reform. In Chapter VIII., on Cost and Recovery (pp. 944-5), 
the writers deprecate the “lack of principle and uniformity” in 
the process of charge on and recovery from individuals of the cost 
of maintenance, and lay down as urgent “the adoption of some 
uniform principle, with regard to charging or not charging, 
throughout the whole of each service.” 

The third “Principle of 1834” is said to be that of the ‘“ Work- 
house System.” “The workhouse system was recommended on 
the assumption that it was the only means by which the Principle 
of Less Eligibility could be enforced” (English Poor-Law Policy, 
p. 11). But in this sense the workhouse system is not a Principle 
at all; it is merely a mode of applying a Principle, one way 
amongst others of carrying out a given policy. There was indeed 
another principle as well as that of Less Eligibility in the minds 
of the Commission when they urged the use of the workhouse. 
It was not to act solely, or even mainly, as a test. It was intended 
also to put a stop to partial relief and the subsidising of wages, 
and so to carry out the principle upon which Friendly Societies 
base all their relief work. ‘On this point, as on many others, 
the independent labourers may be our best teachers. We have 
seen that in the administration of the funds of their friendly 
societies, they have long acted on the principle of rendering the 
condition of a person receiving their relief less eligible than that 
of an independent labourer. We have now to add that they also 
adopt and enforce most unrelentingly the principle that under 
no circumstances, and with no exceptions, shall any member of 
their societies receive benefit while earning anything for himself.” 
This principle, which might be called the Principle of “All or 
Nothing,” is ignored by the authors of English Poor-Law Policy, 
and we suspect is abandoned by them in their scheme of relief. 
We find no statement as to what policy is to be pursued with 
men who earn little but are not “unemployed ” ; but the inference 
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is inevitable that it is to be one of subsidies from the various Com- 
mittees who will be inspecting his family. If so, then another 
Principle should have been added to those of 1907, the Principle 
of Partial Relief or the Subsidising of Wages. 

We now come to the “Principles of 1907.” The most im- 
portant, the Principle of Curative Treatment, we have found to 
be inherited from 1834. There remain the Principles of ‘“ Uni- 
versal Provision ” and of “Compulsion.” The attempt to introduce 
the first of these into the sphere of relief is perhaps the most 
daring of all the proposals before us. “What is most strikingly 
new since 1834 in the policy of the Central Authority is the 
Principle of Universal Provision—that is, the provision by the 
State of particular services for all who will accept them, irre- 
spective of ‘destitution’ or inability to provide the services 
independently ” (p. 267). 

The first thing we have to say in respect to this Principle is 
that it has no place in English Poor-Law policy of the present 
day. It is only by juggling with the term ‘Central Authority,” 
which in this connection should be confined to the Poor-Law 
Division of the Local Government Board, and using it to include 
the Education Department and the Municipal Authorities, that 
the Principle has been forced into the argument at all. Vaccina- 
tion, sanitation, education, parks, museums, and libraries—these 
are the instances adduced, and none of them have anything to do 
with Poor Relief. (The administration of vaccination by the 
Guardians is a purely accidental connection.) It is true that our 
authors make a desperate, but futile, attempt to show that the 
Local Government Board in the person of its President was forty 
years ago converted to the Principle of Universal Provision. In 
expatiating upon its advantages, they say : “It is this considera- 
tion which justifies the provision of municipal hospitals, and 
which, presumably, led the Central Authority of 1870 (under Mr, 
Goschen) to dwell upon the expediency of ‘free medicine ’ to the 
poorer classes generally, as distinguished from actual paupers, 
and perfect accessibility to medical advice at all times under 
thorough organisation” (p. 267). We find this passage quoted 
no less than four times (pp. 123, 207, 219, 267), but always with- 
out reference to its context, which points out the grave objections 
to such a system, and the danger that it would break down the 
provision of medical aid by means of benefit and friendly societies. 

The second point is that the authors are either not clear them- 
selves what they mean by “ Universal Provision,” or are purposely 
confusing the issue. Sometimes it would seem that they mean 
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merely that the State is to enter into business and provide services 
for those who would like to have them on payment ; as, for instance, 
when they say on p. 295 that “the adoption of the Principle of 
Universal Provision does not imply or involve the gratuitousness 
of the service.” In this sense the State would aim at being a 
Universal Provider on the same lines as Whiteley’s, and the 
Principle is merely the Principle of Collectivism under a very 
thin disguise. But in other contexts it is quite clear that the 
provision is intended to be gratuitous ; as in the argument (p. 267) 
that in providing services “indiscriminately for everyone who is 
ready to accept them, the State does nothing to diminish the 
inequality of condition between the thrifty and the unthrifty— 
for it is a simple axiom that the addition of equals to unequals 
produces unequals—whilst it raises the standard of living of all.” 
Payment by the thrifty would of course vitiate this ingenious 
argument; though indeed it is equally fallacious whether the 
services are to be rendered gratuitously or not, for it ignores the 
obvious fact that the services must be paid for in taxation by 
somebody, and that somebody will presumably be the thrifty and 
not the unthrifty. So that the only way to avoid differentiation 
would be to make the unthrifty pay for them and let the thrifty 
taxpayer have them free. 

In this sense, then, the Principle is nothing but the beginning 
of Communism under no disguise at all, and how far it is meant 
ultimately to go is indicated on p. 270: “Once this corporate 
responsibility” (for the “universal maintenance of a definite 
minimum of civilised life”) “is accepted, it becomes a question 
whether the universal provision of any necessary common service 
is not the most advantageous method of fulfilling such responsi- 
bility—a method which has, at any rate, the advantage of leaving 
unimpaired the salutary inequality between the thrifty and the 
unthrifty.” This means, we take it, nothing less than the 
gratuitous provision of all the necessaries of life up to a definite 
minimum to all comers; and we do not think that the “thrifty ” 
taxpayer will appreciate his share of the “salutary inequality,” 
which means that he will pay both for himself and for the 
unthrifty. 

With respect to the final Principle, that of ‘‘Compulsion,” we 
need say little. There is no doubt that it has already been pushed 
much further, even in the sphere of Poor-Law policy, than could 
have been anticipated by the reformers of 1834. It is possible 
that it may with advantage be extended still further in dealing 
with certain classes of mental and bodily disease. But if personal 
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liberty is to be properly safeguarded, we shall have to go much 
more slowly in this direction than the Minority propose. We may 
turn against them here their own argument, which they maintain 
as against the Majority : “To compel, by law, able-bodied men 
and women to become paupers against their will; to force upon 
them a degrading status with the stigma of pauperism, when they 
do not even apply for public assistance, to compel them to come 
into an institution of thé Destitution Authority when they ask 
only to be let alone, must, we think, in the absence of any judicial 
conviction of a specific offence against the law, be dismissed as 
politically out of the question.” Strange to say, the Majority 
make no proposal for anything of the kind. It is the Minority 
which is going to instruct its Committees to give relief to a man’s 
family whether he desires it or not, to “require” him thereupon 
to enter a Training Establishment, and if he refuses, to 
commit him to a Detention Colony. The Majority explain that 
they think such powers are unsuitable for a Public Assistance 
Authority, and that able-bodied persons guilty of carefully defined 
offences in the way of failure to maintain themselves and their 
families should be committed on a Justice’s order to a Detention 
Colony under the Home Office. 

So much for the two sets of Principles discovered or invented 
by the authors of English Poor-Law Policy and of the Minority 
Report. They resolve themselves into the Principles of Less 
Eligibility and Curative Treatment, both belonging equally to 
each period, but finding a different application under the different 
conditions of modern life; the Principle of National Uniformity, 
still an ideal to be aimed at, and recognised as such in the Minority 
Report ; the Principle of Universal Provision, not yet recognised 
at all in the sphere of the Poor Law; and the Principle of 
Compulsion. 

In the light of this analysis it is easy to meet the attack upon 
the Majority Report with which the book concludes. The accusa- 
tion against it is that it abandons the Principles of 1834 and 
accepts those of 1907, and yet shows “‘a very definite trend back- 
wards to the Principles of 1834 in a manner which seems to us 
calculated ingeniously to nullify the apparent repudiation, and 
in reality to leave the situation more confused than before.” Our 
answer is that the confusion lies in the minds of those who have 
invented the artificial antithesis between the two sets of Prin- 
ciples. The Majority Report nowhere either tacitly or explicitly 
abandons the Principles of 1834, when those Principles are 
properly interpreted and understood. As another instance of 
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misplaced ingenuity, we must quote the passage which is supposed 
to prove this abandonment : “Indeed, the Majority Report is in 
one place explicit in its repudiation of the ‘ Principles of 1834,’ 
arguing that, whatever may have been their validity three-quarters 
of a century ago, they are no longer applicable even to the able- 
bodied ” (p. 275). Now, what is the actual statement which finds 
this interpretation? “The administrators of the present Poor Law 
are in fact endeavouring to apply the rigid system of 1834 to a 
condition of affairs which it was never intended to meet. What 
is wanted is not to abolish the Poor Law, but to widen, strengthen, 
and humanise the Poor Law, so as to make it respond to a demand 
for a more considerate, elastic, and, so far as possible, curative 
treatment of the able-bodied.” There is here, it will be seen, no 
word of the Principles of 1834, but only of the system by which 
the earlier administrators sought to apply their Principles. The 
confusion surely lies in our authors’ repeated failure to distin- 
guish between a Principle or policy and the various systems or 
methods by which it may be carried out. If we may take an 
analogy from another department of administration, we might as 
well say that Scotland Yard gave up the policy of identifying 
recidivists when it abandoned the system of photography for that 
of finger-prints, or that a doctor gives up the attempt to cure his 
patient when he considers the time has come to stop a course of 
medicine and try a change of diet. 

The Principles of the Majority Report are those of 1834 
developed and applied to the changed conditions of 1907, and with 
the addition of the Principle of Compulsion within carefully 
restricted limits. With the Principle of Universal Provision in 
the sphere of relief the Majority have nothing to do in one way 
or another; the provision they make is always for a definitely 
limited section of society, for those who cannot provide for them- 
selves. The Minority also, as we have shown, cannot really get 
away from the Principles of 1834, though they make a great show 
of repudiation. But they can and do add their new Principle of 
Universal Provision, and whether that is a safe Principle upon 
which to administer relief we must leave it to our readers to 


judge. 


HELEN BOSANQUET 





























THE TRANSFERENCE OF THE WORSTED INDUSTRY 
FROM NORFOLK TO THE WEST RIDING. 


It might perhaps have been expected that what is probably 
the classical case of industrial migration in English history, 
offering as it does questions of fact and problems of causation of 
the first interest, would have a literature of its own. Actually 
it has no recent literature worth mentioning. There are valuable 
incidental references—often in footnotes—in the general his- 
tories, especially in Dr. Cunningham’s later editions; there are 
innumerable repetitions of familiar facts about water-power and 
coal in the text-books and economic geographies; and there are 
five rather inadequate pages by M. Laurent Dechesne.' The latest 
historian of “the industrial revolution,” bound by the plan of his 
work to confine himself mainly to the eighteenth century, leaps 
in one sentence from Eden’s State of the Poor to our own time, so 
missing the most vital part of the story”; and the economic 
section of the Victoria County History of Norfolk has not yet 
appeared. One has to go from Burnley’s History of Wool and 
Woolcombing (1889), which does not deal directly with the 
problem at all, to James’ History of the Worsted Manufacture 
(1857), which—though unsystematic—does deal with it, and is 
full of valuable material, and thence direct to the sources. No 
attempt has ever been made to discuss fully the forces that led 
to the decline of Norfolk. One is generally offered merely a 
sweeping and fatalistic reference to the geographical factor and 
a few suggestions of contributory causes. Even if, as a great 
economist once said to me, the history of “the” industrial revolu- 
tion is a “thrice squeezed orange,” there remains an astonishing 
amount of juice in it. Some of this juice I will try to extract. 

The mere statistical data—such as they are—of Norfolk’s 
decline have not been properly pieced together so far as I know. 
With these, therefore, I begin, to avoid the dangers of ante- 
dating or post-dating the effects of particular causes. The start- 

1 LKvolution Economique et Sociale de l’ Industrie de la Laine en Angleterre, 1900, 


p. 107-12. 
* Mantoux, La Révolution industrielle au 18 Siécle, 1906, p. 262, 
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ing points are Defoe’s Tour and Arthur Young—neither un- 
fortunately very satisfactory, but we must take what we can 
get. Defoe was at Norwich in 1723 and found trade very active, 
owing to the recent law prohibiting the use of printed calicoes. 
He was convinced by figures supplied to him by an “eminent 
weaver ” that there were 120,000 people employed in the woollen 
[worsted] and silk and wool manufactures of that county only. 
(It should be noted that mixed fabrics of worsted and silk were 
among the chief products of East Anglia during the whole period 
under discussion.) Defoe’s calculation was based on the number 
of looms in Norwich and the other towns and villages of central 
Norfolk.’ It is very probably an exaggeration, and we have no 
means of knowing whether it includes, for instance, every child 
who span. Moreover, one must not treat the author of The 
Plague of London too seriously. Arthur Young, nearly fifty 
years later, is more precise*—and contradicts Defoe. He 
believed that the trade had increased fourfold since 1700. This 
is a mere assertion, but it implies at least growth during the 
memory of his informants. There were supposed to be 12,000 
looms in the Norwich district, giving employment direct and 
indirect to 72,000 persons, of whom “more hands worked out of 
Norwich, for many miles around, than in it.” Young takes a 
common local assumption that every loom employed first and 
last six people. If anything like the same assumption lies behind 
Defoe’s figure, he and Young are in flagrant contradiction. Later 
writers were of opinion that the Norfolk industry was at its 
highest level of prosperity somewhere about Young’s time, or 
perhaps a little earlier. The American and French wars did it 
much harm, so that in 1808 it was supposed that only some 8,000 
looms were at work, when trade was “in a medium state ”— 
although many more existed. Ten years later a more intelligent 
and trustworthy estimate puts the number of worsted looms in 
the Norwich district at 10,000. After another decade a foreign 
traveller marvels at the manufacture of bombazines, shawls, and 
crapes in and about Norwich. He gives a general impression of 
prosperity but no estimate of looms.’ Yet another ten years, and 
we come to the loom census taken for the Handloom Weavers’ 
Commission in 1838. This deals only with the immediate neigh- 

1 Defoe’s Tour, 1724, I, 92. The chief seats of the industry besides Norwich were 
Thetford, Diss, East Dereham, Attleborough, Harling and Walton. See the map 
and references in Mantoux, pp. 27-9. 

2 He visited Norwich in 1771. Hastern Tour, II, 74 sqq. 

3 The Norfolk Tour, 6th edn. 1808, p. 97. 


* Rees’ Cyclopedia, 1819, s.v. Worsted. 
5 Meidinger, Reisen durch Grossbritannien und Irland, I, 204, 
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bourhood of Norwich, although the commissioners insert some 
figures—evidently not quite exhaustive—for the surrounding 
villages and towns. The figure for Norwich and its suburbs is 
5,075 looms, of which 4,054 were employed. Not quite all of 
these were worsted looms—t.e., looms producing worsted or silk 
and worsted fabrics. 'T'wo or three hundred were engaged on pure 
silk fabrics and about a hundred on sacking, woollen, and 
miscellaneous goods. Some six to seven hundred looms, of which 
about four hundred were employed, are reported as working for 
the Norwich trade in Wymondham, Horsham, and elsewhere. 
Several of the old centres—e.g., Diss—have ceased to make 
worsteds altogether.! 

In 1841 we have the first serious attempt to register occupa- 
tions in connection with the census. It is not very satisfactory, 
but again we must take what we can get.” About 4,600 men and 
women described themselves as weavers in Norfolk. Of these 
over 1,700 call themselves silk weavers; but these probably con- 
tain very many who, in previous estimates, would have been 
classed with the “worsted” industry. Many hundreds out of 
the 4,600 would be linen, sailcloth, sacking weavers, and the like. 
We cannot safely connect more than, say, 3,500 with the old 
staple industry. It is noticeable that hardly any of the male 
weavers were young, 1.e., under twenty ; and probably very many 
of them had not regular work. 

Such as they are, these figures of looms and weavers show a 
marked decline only from 1818 onwards. Nor is there reason to 
suppose that the decline became rapid until after 1830. In 1828 
Meidinger, as we have seen, gives the impression that the old 
trade of Norwich was still pretty active. Certainly the city grew 
fast up to 1831, whereas from 1831 to 1841 it hardly grew at all.* 
Everything points to this as the really destructive decade for the 
weaving and finishing industries. Earlier decades had seen 
only stagnation or some slight measure of decay, although even 
stagnation involved declining importance in view of the rapid 
growth of the Yorkshire industry. With spinning it was different ; 
the absolute decline came earlier. Hand-spinning had dwindled 
into insignificance by the ’twenties.* Between 1838 and 1842 


1 Handloom Weavers’ Commission. Assistant Commissioner's Reports. 
Part II. 309, 328 sqq. 

2 Census of 1841. Occupation Abstract, published in 1844. 

3 The population of Norwich and its adjacent hamlets was: 1801, 36,800; 1811, 
37,300 ; 1821, 50,288 ; 1831, 61,364 ; 1841, 62,294. 

4 Rees’ Cyclopedia as above. See also A general history of Norfolk, intended 
to convey all the information of a Norfolk tour. Printed by and for J. Stacy, 1829, 
p. xciii—‘‘ the process of manual combing and spinning is nearly superseded,” 
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four power spinning mills were started in and about Norwich!; 
but they were too late to turn the tide. There was never any 
prospect of general recovery after about 1845, either in spinning 
or weaving, although as late as 1901 there were still said to be 
129 persons connected with the worsted manufacture in Norfolk. 

Before dealing with the geographical factor, it will be well 
to look at the organisation and relative strength of the Norfolk 
and West Riding industries just before the days of spinning 
machinery and power. Norfolk was, at that time, prosperous 
and highly organised, but in a state of somewhat unstable 
equilibrium. At the head of the industry stood a small group of 
merchant manufacturers—the sort of people who wore swords, 
and when they wished to revive their trade sent their sons to 
be educated in Germany, Italy, and Spain.2 Mere manufacturers 
were apparently not numerous, but men of small capital had 
openings as wool staplers, stuff pressers, comb makers, master 
dyers, and master combers. There was no factory system, but 
some of the dyeing establishments must have been on a large scale, 
especially that of Michael Stark, who dyed bombazines from 
Kidderminster and Yorkshire, besides all those made in Norfolk, 
not to mention other classes of goods.* An interesting group 
connected with the Norwich trade and the worsted trade generally 
were the master combers. The ordinary domestic spinner did 
not carry on the delicate task of combing. She had to receive 
the combed “tops” from a specialist. So throughout the 
eighteenth century we find combing carried on all over the 
country. The masters were men of moderate substance; the 
journeymen supplied some of the earliest trade unionists.‘ During 
the period 1760-1790 the master buys wool, gets it combed in 
his own workshop and spun in the cottages, then sells his yarn 
to the yarn dealer or the manufacturer. Possibly the master 
comber who lived in a manufacturing district sometimes worked 
the manufacturer’s own wool on commission ; but this is a point 
on which I have not as yet found conclusive evidence.® 


1 Blyth, The Norwich Guide and Directory, 1842, p. 62. See below, p. 206. 

2 Stacy, p. xc. Refers to the period before the great wars. The Norfolk Tour 
(1808, p. 91) says—‘‘ the whole ‘rade is conducted by a few houses, who command 
large capitals, and who add to the sagacity of the merchant the skill of the manu- 
facturer.” In 1791 there were about thirty of these houses. Evidence of William 
Stark, Handloom Weavers’ Commission, as above, II, 301 sqqg. See also Mantoux, 
p. 46, and authorities cited. 

3 This was the father of William Stark, the witness of 1838. 

4 There is abundant evidence relating to the combers’ unions in the Webb MSS. 
and elsewhere. 

5 For the Norfolk master comber c. 1780, see Mantoux, p. 46; for the Yorkshire 
master c. 1760, my article in this journal, XVI, 517; for the worsted dealers, 
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There can, I think, be no doubt as to the part played by these 
master combers in connection with that import of yarn from other 
countries, which was one of the dangerous aspects of the Norwich 
industry. Norfolk wool was never combed in the eighteenth 
century ; it was too short. It mostly went to Yorkshire to be 
made into woollen cloth.’ Defoe found the Norwich men buying 
Lincoln long wool fleeces at Stourbridge Fair in 1723, and was 
told that they also imported “many thousand packs of yarn” 
from counties so far afield as Yorkshire and Westmorland.? How 
long this localised division of labour had been going on it is not 
at present my business to inquire; but it is probable, from the 
very nature of the worsted processes and the known facts of forty 
years later, that the yarn-selling master comber had existed for 
some time in every district from which Norwich drew her supplies 
early in the eighteenth century.2 As the century went on, she 
added to the number of those districts. The 1769 edition of 
Defoe mentions Dublin besides Yorkshire and Westmorland, and 
a nineteenth-century historian adds Scotland.‘ 

The danger of this system for Norwich is obvious. I am 
strongly inclined to connect with it the rise of the worsted 
industry in the West Riding. That industry comes to light, in a 
district which had long been known for its woollens, about 
the year 1700. ‘The existence of the yarn export must have been 
a standing challenge to men of enterprise to make experiments 
with the manufacture. Apparently, as one would expect, the 
experimenters were people of means—merchants perhaps or 
master combers—for in the eighteenth century the Bradford 
worsted industry was more capitalistic than the woollen industry 
of the neighbouring districts.° There were three main types of 
fabrics in the production of which it was possible to compete 
with Norfolk—the plain stout worsteds, of which the camlet, 
used for rain cloaks before the days of Mr. Macintosh, and the 
shalloon, worn by “the lower classes of females,” were repre- 
sentatives ; the fancy worsteds, called by many strange and now 
obsolete names, used for the dresses of well-to-do women, for 


James, p. 254. The trade is still represented in nearly every county of England in the 
1841 census. It was largely concerned with worsted for knitting. 

1 Young, Eastern Tour, II, 74. 

2 Tour, I, 91, 128. 

3 Dr. Cunningham (II, 510) has noted the existence of ‘‘market spinners” who 
‘* sett many spinners on work” in the west of England as early as 1633. In the 
worsted trade such dealers would probably spring from among the combers. 

4 Defoe (1769), I, 56. Stacy, xci. 

5 Mantoux, p. 45, following Dechesne, p. 68-9, following James, p. 325. Both 
Mantoux and Dechesne build a little too much superstructure on James’ facts, 
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upholstery, and other purposes ; and the silk and worsted fabrics, 
chief among which was the bombazine of our great-grandmothers. 
Yorkshire naturally began her competition at the bottom of the 
scale—exactly when we do not know. There is clear evidence 
from the year 1741 that she had got hold of a large trade in plain 
worsteds.' As the commerce of England was expanding rapidly, 
there is no reason to assume that this was actually taken from 
Norfolk, though of course it curtailed Norfolk’s potential 
markets. Coventry, Kidderminster,? and some other of the old 
worsted centres seem to have suffered rather than Norwich, 
which was in a position to devote itself to the finer branches 
of the manufacture. But 1741 was only the beginning of York- 
shire’s competition. In the next thirty years she made rapid 
progress ; her goods supplied the greater part of the home market 
and were exported; she began to experiment with the finer, 
though not the finest, articles ; and it has been plausibly argued, 
from rough contemporary data, that “the value of the stuffs made 
in the West Riding equalled those made in Norwich and the 
surrounding districts in 1772.”°% Yet Young’s evidence shows 
that this did not prevent a coincident expansion in the trade of 
Norwich. 

This is all long before machinery and power touched the 
industry. True, the flying shuttle was invented in 1738, and 
adopted earlier in Yorkshire than elsewhere ; but I do not think 
that its adoption was very rapid during the first thirty years 
in the worsted trade. The most obvious advantage of the in- 
vention was in broadcloth weaving, and worsteds were all narrow 
—the camlet, for instance, being thirty inches wide.’ Dr. Cun- 
ningham has suggested that hilly districts gained at the expense of 
East Anglia, during this period, because they were better suited 
for the erection of fulling mills.6 This may be true enough so far 
as the woollen cloth trade is concerned; but Norfolk made very 
little woollen cloth. Its staple goods—worsteds and mixed fabrics 
—were not fulled at all.” 


1 James, p. 231. 

2 See Rees’ Cyclopedia, and the article on Coventry in this Journal, XVII, 350. 

3 James, p. 285. 

4 In 1803 nine-tenths of the Yorkshire worsted-weavers are said to have used it— 
evidence of N. Murgatroyd of Bradford in connection with the Clothiers’ Petitions of 
1803. But, according to James, the weavers as a class only reconciled themselves to 
it after the introduction of the more uniform mill yarn for weft. This was later 
than 1772. 

5 So Wm. Stark describes it in 1838. Broad worsteds are rare to this day. 

6 TI, 500. 

7 Some worsteds are slightly fulled to-day. But this is a nineteenth-century 
innovation. Mixed fabrics of wool and silk have never been fulled. 
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There is not, I believe, any reason to seek novel causes 
explanatory of the first rise of Yorkshire. It is the ordinary case 
of a pushing, hard-working locality, with certain slight advan- 
tages, attacking the lower grades of an expanding industry. 
Meanwhile Norfolk was well employed in the higher branches 
of the industry, which were also growing, thanks to the increase 
of wealth and foreign trade. Among the advantages of Yorkshire 
were nearness to raw material supplies and the absence of that 
corporate conservatism which is often found among the workers 
in an established industrie de luxe. We may feel fairly confident 
too that labour was cheaper about Bradford than in Norwich 
before 1770; but we have no wage figures of any significance 
for the early eighteenth century. And when we do get such 
figures, in the later eighteenth and early nineteenth centuries, 
the argument from wages to cost of production and from cost of 
production to industrial migration is particularly risky. For 
instance, arguments have been based on the fact that in 1790 
“a weaver ” at Norwich is said to have made 11s. and at Bradford 
10s. a week ; but we are not told what they were weaving or how 
fast they worked. A large proportion of the Norwich weavers 
were employed, and well employed, in 1790 on high-class work ; 
those of Bradford were mostly turning out plainer fabrics. 
Naturally the former would earn more. It is for reasons of this 
kind that I shall make no attempt to analyse our very scanty 
supply of wage statistics. Even for the thirties of the nineteenth 
century such figures as we have are endlessly difficult of inter- 
pretation.’ 

The “import” of yarn and—partly in consequence of this 
import—the growing competition of Yorkshire in the lower grades 
of the industry were, then, tending to make the Norwich trade 
somewhat unstable, though they had not prevented its growth. 
A third cause of instability was the competition of the cotton 
industry in the home market. Printed cottons were becoming 
more popular and more common throughout the century—in spite 
of the Act of 1721—but it was not until after 1770, or even 1780, 
that their competition with the fancy fabrics of the Norwich looms 
became really dangerous.” 

More serious, before the days of power, than the competition 
of cotton was the fact that Norwich was to so large an extent a 


1 For some discussion of wages, see Dechesne, p. 108 sgg. Mantoux, p. 260. 
Dechesne is able to show that from 1823 to 1833 combers were paid less per week at 
Bradford than at Leicester. The significance of this fact in connection with the 
migration of the industry is not great; for the industry remains at Leicester. 

2 Blyth, p. 59. 

No. 78.—voL. Xx. P 
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-producer of luxuries for uncertain and easily closed markets. In 
1771 Arthur Young valued her total annual output at £1,200,000. 
Of this he reckoned that £480,000 worth went to Rotterdam 
for the North European markets. Another large slice—mainly 
camlets and bombazines—went to London for the China trade of 
the East India Company. Besides all this, Spanish ladies affected 
Norwich bombazines; Spanish and Italian monks and clergy 
wore Norwich camlets. South America and North America were 
important purchasers, while Russia bougkt wonderful “striped 
Calimancoes,” “used by the Tartars and other Siberian tribes for 
sashes.” ? 

The American War of Independence did much damage, and 
the competition of cottons in the home market after about 1775 
rendered such injuries to the foreign trade doubly disquieting ; 
but Norwich recovered, and the years from the Peace of 1783 to 
the outbreak of the great French war were a time of remarkable 
enterprise and success in opening out fresh markets abroad. 
Norwich travellers—so wrote a local historian—“ were seen in 
every kingdom in Europe, and the great fairs of Frankfort, 
Leipsic, and Salerno were crowded with purchasers for Norwich 
goods. The tastes of every country and the habits of every clime 
were consulted.”? All British manufacturers suffered during the 
great wars, but none more than those of Norfolk—just because 
of their dependence on foreign purchasers and on the existence of 
a brisk demand for luxuries. The trade to Northern Europe, 
wrote William Stark, in 1838, “continued uninterrupted until 
Buonaparte made his excursions on the Continent of Europe ; 
since which time no orders have been regularly sent, either from 
Germany, Holland, or Russia.” Fortunately, there remained the 
steady—perhaps somewhat dangerously steady—demand of John 
Company, who bought his camlets and his bombazines in uniform 
and respectable quantities from his eminently respectable Norfolk 
correspondents.° 

I come back to the geographical factor. Although I do not 
believe that it led by fatal necessity to the extinction of the 
Norfolk industry, yet its importance remains great. But for it 
the industry could hardly have left Norfolk altogether; although 
the West Riding might have gained still further at her expense, 
had Yorkshire water and Yorkshire coal and Yorkshire iron 

1 Stark’s narrative and Blyth, p. 59. 

2 Stacy, p. xc. 

8 Stark and Blyth, as above. The company would buy as many as 20,000—24,000 


pieces yearly when trade was good. The captains of East Indiamen also took out 
camlets on their own account. 
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never come into play. It is just possible that we should add 
Yorkshire climate to the list, but I hesitate to do so. Humidity 
does facilitate fine worsted spinning; but Norwich has a rain- 
fall heavier than that of Leeds and not much less than that of 
Bradford. Also, the city lies low, with moist meadows and 
broads not far away. The climatic factor, then, can be neglected. 
Nor should too much importance be attached to the question of 
water. Water-power no doubt is lacking in East Anglia, but this 
is relatively unimportant, for what one might call the water period 
in the West Riding was short. The first Yorkshire worsted mill 
—water-driven—was built at Addingham on the Wharfe in 1787. 
About thirteen years later came the first steam mill at Bradford.* 

Geography alone does not explain the fact that it was more 
than a generation before the first mill engine was set going in 
Norwich.* Had the Norfolk men been able and willing to experi- 
ment with steam early in the century, I see no reason why their 
superior skill, experience, and reputation in weaving, dyeing, 
and finishing should not have counterbalanced for many years, 
if not indefinitely, the inferiority of their geographical position. 
After all, that inferiority was not crushing so far as power was 
concerned. ‘The Yarmouth sailors took an active part in the 
collier coasting trade from the Tyne to the Thames in the 
eighteenth century,‘ and 20-ton barges could get from Yarmouth 
to Norwich without locking in 1828, though the mouth 
of the Yare was difficult to make.® The price of coal would be 
higher than in Yorkshire, yet not prohibitive. More serious was 
the lack of iron, whereby Norfolk was robbed of that close inter- 
action between the textile and engineering trades to which the 
coalfield manufacturing districts owe so much. Yet if Norfolk 
had taken full advantage of her opportunities she might con- 
ceivably have tided over that period, in the early and mid- 
nineteenth century, in which location was _ all-important— 
diminished but not extinguished. That she did not do so was 
her fault, though also, and probably to a greater degree, her 
misfortune. One more factor in the problem—the personal factor 
—must therefore be isolated before we can see how all the factors 
combined in the nineteenth century to bring about the ultimate 
collapse. 

1 Norwich, 27:53; Leeds, 25°11; Bradford, 29:11. The spinning district about 


Leicester is drier than the Norwich neighbourhood. 

2 James, 327, 591. 

8 The engine, of 100 h.p., started on July 17, 1838. Blyth, p. 46. 

4 Defoe (I, 193) says they had a greater share in it than any other towa in his 
time. A century later coal and timber were their chief imports. 


5 Meidinger, p. 203-205. 
Pp 2 
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It is as easy as it is unphilosophical to bring railing accusa- 
tions against whole communities, attributing economic decline 
to wholesale moral degeneration; but the evidence of Norwich 
men and Mr. and Mrs. Webb’s recent study of the public life 
of the city! justify strong speaking and help to explain why it 
was so unsuitable a home for some sorts of industrial enterprise 
between 1800 and 1835. 

In 1838 William Stark attributed the failure to keep pace 
with Yorkshire in the matter of machinery to “the existence of 
a violent and odiously virulent party spirit. . . . No man of either 
political party . . . could introduce machinery into this city .. . 
but he would in all probability, at some paltry election contest 
(particularly if he took an active part in it), be held up as an 
obnoxious individual . . . and his property and perhaps his life 
endangered thereby ...’’® Wage reductions were equally 
dangerous to the manufacturers. The weavers always fought hard 
for their scale of piece wages, “either agreed upon by the weavers 
and manufacturers together, or arranged by the weavers and 
submitted to the manufacturers” ;* but as time went on wage 
reduction or machinery became inevitable alternatives. Vitriol- 
throwing, window-breaking, and violent picketing were of 
common occurrence, as was not surprising in a city where 
“incessant elections” produced a “demoralising pandemonium of 
bribery and treating, intimidation, and personal violence.” 
“From top to bottom the whole administration was dominated by 
party considerations in their lowest form.” It was your party 
that secured for you outdoor relief or a place in the workhouse, 
privileges refused to members of the other side. The spoils system 
was worked systematically from 1818 to 1835. City uniforms 
were made by “orange and purple” or “blue and white” tailors, 
according to the turn of the elections. “The party to which every 
man in Norwich belonged, from the highest to the lowest, was 
as well known as if he daily wore clothes of the colour by which 
it was designated.” * The very boys of the city had mock elections, 
with bribes of marbles, coppers, and even shillings, with a dinner 
and a ball to celebrate victory.’ “Every rogue,” said an alderman, 
“is either blue or purple, and his party make it a point of honour 
to bring him off if possible.” Perhaps it is no accident that, 


1 Sidney and Beatrice Webb, English Local Government, The Manor and the 
Borough, 1908, p. 529-57. 

2 Stark’s narrative, as above. 

3 Dr. Mitchell’s Report, in the same volume as Stark’s narrative, p. 311. 

4 Dr. Mitchell’s Report, p. 342. The other quotations are from Mr. and Mrs. 
Webb. 

5 Evidence of Mr, Etheridge, a manufacturer, in Dr. Mitchell’s Report. 
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although the Norwich Yarn Company was formed in 1833, the 
foundation-stone of the New Yarn Factory was not laid until 
13361—after the Municipal Reform Act. Presumably its 
promoters, as Stark put it, feared to be “held up to odium at 
some paltry election contest.” The last feat of the dying, 
unreformed corporation had been to vote “that the whole of the 
balance that might be in the Chamberlain’s hands on the last 
day should be lent for seven years, free of interest, to a local 
manufacturing firm, in order to leave their successors in office 
without a farthing.”* Several mills could have been equipped 
and many industrial experiments made from the funds spent in 
Bribery during the last thirty years of the old order. There was 
clearly no lack of free capital. 

Of course, the West Riding was violent, very violent, and 
likely enough corrupt, but hardly with the violence and corruption 
of Norwich. Its scattered weavers and rising manufacturers may 
not have been better men than their fellows in Norfolk, but they 
certainly had fewer temptations and fewer distractions. De- 
moralisation in Norwich was more concentrated, as in some 
Greek or medieval city in decay. But a man may be corrupt and 
enterprising, turbulent and drunken yet highly skilled. Though 
there was an increase of party violence and corruption in the 
nineteenth century, both existed in 1770-1790, when the industry 
of Norwich was undoubtedly prosperous; in short, we must not 
overrate the significance of the personal and moral factor. I 
believe that it helped to retard experiments with machinery, but 
it was by no means the sole retarding force. We come to the 
working together of all the factors during the first thirty or forty 
years of the nineteenth century. 

It was certainly not the fault of the East Anglians that the 
opening years of the new century found their trade partially 
crippled by the “excursions of Buonaparte.” Nor was it their 
fault that the organisation of the industry in the eighteenth 
century had put the manufacturers out of touch with spinning 
and spinners. For some reason, as yet obscure to me, the 
Eastern Counties had always been slow to adopt improved methods 
in spinning. They are said not to have adopted the wheel, but 
to have been still using the distaff, in 1780; and this is borne 
out by the fact that in Norfolk itselfi—but in Norfolk only—the 
distaff was still in use in 1818.3 Hence the heavy “import ” from 

1 Blyth, p. 41-4. 
2 Webb, p. 555. 


3 Cunningham, II, 502, for 1780, quoting an anonymous pamphlet. Rees’ 
Cyclopedia for 1818. 
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counties near and far. And even had every spinner in Norfolk 
used the wheel, they could only have spun a tithe of the yarn 
required. Norwich was a yarn buyer. It mattered very little 
to her manufacturers who made the yarn or how it was made. 
The master combers and their men might suffer if spinning in 
Norfolk declined, but they were not the leaders of the industry. 
One can trace no note of regret in the business-like record of the 
local guide-book writer in 1808. “The machines that have lately 
been invented in Yorkshire seem to threaten the destruction of 
the combing and spinning as now practised in Norfolk and Suffolk, 
for besides their making yarn of a more even and finer quality 

. it comes cheaper to market.” ! It was not because Norwich 
lay far from the coalfields that she did not try steam-power as 
soon as it became available, but because power was first applied 
to spinning, and she was not really an important spinning centre. 
London flour mills bought some of Watt’s first engines, and there 
is no coal in Middlesex. 

Nor can the slowness of Norwich to adopt the flying shuttle be 
attributed altogether to the—very real and disastrous—conserva- 
tism of her weavers and timidity of her manufacturers. Fine fabrics 
were their speciality ; and the finer the goods, the less important 
is labour-saving machinery. In 1818 Norfolk was still “the only 
part of England where any considerable quantity of the finest 
stuffs and bombazine” were made”; and in some sorts of fine 
weaving (silk weaving, it is true, and not in Norfolk) we hear of 
masters deliberately discouraging the fly-shuttle on the ground 
that it led to unsound work.? When it became general in the 
Eastern Counties I have not been able to ascertain; but so late 
as 1838, in an account of a particularly well-managed Norwich 
factory, it is specially mentioned that the fly-shuttle was used as 
if this were a fact deserving of praise.‘ Whether the reasons for 
delay were sufficient or not, it is clear that all along the line the 
adoption of new or improved machines at Norwich was very 
slow. “The fact is,” said a retired manufacturer in 1824, “that 
in Norwich itself we have very little machinery, but we have 
some, and what we have is eminently useful to us.”*® It is not 
surprising to learn that some years before this confession “by far 
the greater part ” of the yarn used was machine-spun in Yorkshire, 
Lancashire, and Durham. 


1 The Norfolk Tour, p. 98. 2 Rees. 
3 Dr. Mitchell’s Report on Coggeshall, Essex, p. 290. 
4 Ibid., p. 318. 


5 Report of the Committee on Artisans and Machinery, p. 155. 
6 Rees. 
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Though so little was done in the way of adopting machines, 
real enterprise was shown in the years that followed the war in 
devising new fabrics to suit the changing habits of consumers. 
William Stark gives a long list—Norwich crape, crépe de Lyon, 
poplin Frangais, silk and worsted brilliant, Irish poplin, and what 
you will. But the sort-lived successes with these were more than 
counterbalanced by the decline in the East Indian demand. So 
long as the Company enjoyed its exclusive privileges Norwich was 
safe. Up to 1793 private trade was illegal. From 1793 to 1813 
it was only possible under onerous conditions. But in 1813 the 
Company lost its monopoly of the Indian market. In 1833 the 
China market was also thrown open. The private trader deserted 
the gentlemanly traditions of the Company and bought camlets 
and bombazines where they were cheapest, that is, in Yorkshire. 
Of course, Norwich said they were cheap and nasty ; possibly some 
of them were.’ Yet even the Company in the later years of its 
monopoly partially deserted Norfolk, for in 1823 we find James 
Ackroyd and Co. of Halifax making camlets to its order.? 

The Yorkshire men were not content with pirating the Eastern 
trade. They fell to imitating the new fabrics with which Norfolk 
tried to keep its place at the head of the British industry and to 
perfecting their appliances for finishing stuffs. For a time, 
between 1815 and 1835, large quantities of the finer Yorkshire 
materials were sent across England to be dyed and finished—but 
that also ceased. Then came the development of the new trade 
in worsteds with cotton warps, in which the West Riding gained 
by its nearness to Lancashire.’ 

The circumstances which eventually led to the movement for 
starting yarn mills in Norfolk are of great interest. In the 
eighteenth century, as I have said, the Norfolk wool—of the South 
Down strain—was too short for use in the worsted trade. But 
round about 1820 improvements in machinery led to the use of 
shorter and shorter wool for combing; while at the same time 
the Norfolk flocks were being crossed with long-woolled Lincolns 
and Leicesters.4 The situation of the eighteenth century was 
reversed, and “the long wool of Norfolk was bought up by the 
Yorkshire manufacturers and made into worsted yarn.”° It 


1 Dr. Mitchell’s Report, p. 302, 306, 308. 


2 James, p. 389. 
3 James, p. 471 sqq. Dr. Mitchell’s Report, p. 313. According to James ‘* Orleans 


cloth,” with cotton warp and worsted weft, was invented in 1826. 
4 Evidence of R. Jowitt, Leeds wool stapler, before the House of Lords 


Committee on the Wool Trade, 1828, p. 127. , 
5 Dr. Mitchell’s Report, p. 385. Statement by Mr. Blake, manager of the Yarn 


Factory. 
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was then sent back to its native county. The continuance of 
this state of things was so obviously a confession of inferiority 
that in 1833 the Company was founded which five years later 
started its 100-h.p. steam engine. It gave employment to between 
600 and 700 hands. A mohair mill followed, and then two others 
—all before 1842. But there were already nearly 150 mills 
in Bradford alone, and between twenty-five and thirty in 
Leicester, which was throwing itself with more vigour into the 
business of spinning worsted by machinery than any town outside 
Yorkshire.? 

Meanwhile the power loom was gaining a footing in the 
worsted districts. With its advent set in the destructive period 
for the Norwich weaving industry. It was first tried in Yorkshire 
in the early ’twenties, and of course it led to riots. By 1838 it was 
widely, though very far from universally, used there. The famous 
Black Dike Mills, for example, adopted it in 1836. Two years 
later we hear for the first time of power looms at Norwich. The 
commissioners of ’38 found a few in one of the mills.? 
So in this matter Norfolk was about fifteen years behind York- 
shire—a fatal delay which I should attribute almost entirely to the 
personal factor. She had already experimented, but in very half- 
hearted fashion, with the Jacquard loom for fancy weaving. These 
experiments began about 1633. Hight years later the local 
historian wrote: “The number of cards makes the employment 
of these looms very expensive, and the demand for them has 
nearly ceased.” * This might not have been surprising had all 
the weaving still been done in the cottages ; but it was not. The 
Commissioners in 1838 found a number of weaving sheds full of 
hand-looms in the higher branches of the trade. Besides twenty 
“shops” with from six to twelve looms each, there were eight 
with from fourteen to thirty; one with forty; one with forty- 
seven ; one with fifty-one ; and one with no less than one hundred 
and forty-nine. Some of their owners, one would think, might 
have persisted in experimental use of the loom which is now 
almost universally employed in all the most complicated weaving. 

“Tt is to be hoped,” writes Blyth in 1842, “that now that 
yarn mills are established . . . and that the masters have intro- 
duced the power loom . . . that trade will revive.” But there 
was a terrible deal of lee-way to make up. The pulse of trade 

1 James, 487, 607. 

2 Dr. Mitchell’s Report, p. 885. They were in the mohair factory. 

3 Blyth, p. 60. The Jacquard was invented at Lyons about 1805. The control 
of the warp threads is exercised by perforated cards that pass over pegs connected 
with the lifting mechanism, 
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in Norwich had so long been beating slow that venturesome 
spirits had turned their eyes North; the migrations which have 
introduced so much Norfolk blood into the population of Bradford 
had begun. To take a single conspicuous case. In 1836 W. E. 
Forster was apprenticed to Mr. Robberds of Norwich, head of 
one of the old firms, a maker of handloom camlets for the Eastern 
market. In 1839 he got sick of the slow, respectable business, 
and went to the Pease’s worsted mill in Darlington; thence to 
Bradford, where he set up in business with T. S. Fison, himself 
the son of a Norwich wool stapler.? 

By this time the importance of what might be called the 
engineering factor, which is only an aspect of the geographical 
factor, was apparent. Most textile machinery up to about the 
year 1820 had been made of wood with metal fittings only.” 
Gradually iron and steel became the materials for the frames and 
looms and combs of the North. One after another decisive in- 
ventions like that of the cap spindle (1831), the screw gill (1834), 
and then the various machine combs were made or adopted in a 
neighbourhood where textile specialist and mechanical engineer, 
working mainly in metal, could play into one another’s hands.® 
The case of combing is the most important. Cartwright had 
invented a comb in the eighteenth century, but it had never been 
a very great practical success. “It could be used with good results 
upon certain classes of wool, but failed in the manipulation of the 
finer qualities”; so that during the first forty years of the nine- 
teenth century “the hand-comber held the position of being able 
to produce better combings than any machine that had been 
invented,” ‘ for the use of the fine Australian wool in the worsted 
industry was increasing rapidly. The decisive combing inventions 
were made at Bradford in the ’forties by Lister, Donisthorpe, and 
Holden. 

Not only was the comb perfected, but great firms sprang into 
existence to do combing on commission. This, I believe, was the 
finally decisive factor in the transference of the industry. Norfolk 
had just brought herself after years of delay to give machinery 
a fair trial. But there were three hundred adult hand-combers 
out of a working staff of six to seven hundred in her first yarn mill. 
Now, this indispensable preliminary process also was taken over by 


1 Wemyss Reid, Life of W. E. Forster, p. 76, 97, 137. 

2 The general significance of this transition is well brought out in Sombart’s 
Moderne Capttalismus. 

3 See Priestman, Principles of Worsted Spinning, p. 23, The cap spindle was an 
American invention. 

* Burnley, p. 127, 144. 
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machinery. The new machines were very expensive, yet every 
spinning mill that aspired to provide cheap yarn for the finer 
branches of the trade—and this was the very raison d’étre of the 
Norfolk mills—must buy them or be within reach of the commis- 
sion combers. It became harder than ever for the counties that 
had fallen behind in the race to regain their lost ground. Every- 
thing that a spinner could want was to be found in Yorkshire— 
power, subsidiary industries, a wide market for yarns, an efficient 
working population. There were no subsidiary industries in 
Norwich ; the population had no long experience of machinery ; 
the market for yarns was not wide—for it was to Yorkshire that 
the foreign buyer, who had become an important element of 
demand since 1825, naturally looked ; and no one in England but 
a Norwich man would think of buying Norwich yarn. 

The statistics of worsted machinery in 1850, collected by the 
factory inspectors, will serve to illuminate the situation just 
described. There were in England nearly 850,000 spindles and 
32,600 power looms. (For combs there are unfortunately no 
figures at this date.) Of the spindles 746,000 and of the looms 
30,850 were in Yorkshire. Leicestershire came second on the 
spindle list with 27,500, Norfolk third with 19,216. On the loom 
list Lancashire was second with 842, Norfolk third with 428. 
In 1856 the Norfolk spindles were slightly more numerous than in 
1850, the Norfolk power looms rather fewer.! I may add that the 
machinery returns of 1904 assigned 5,000 spindles to Norfolk, but 
I believe that they are no longer at work. There is no need to 
give even a glance at the intervening half-century. The transfer- 
ence of the industry was really complete in or about 1850. 

J. H. CLAPHAM 
1 James, p. 510, 














THE GERMAN BANK COMMISSION, 1908-9. 


AccorDING to the German Bank Act of March 14th, 1875, 
the Charter of the Imperial Bank has to be renewed at intervals 
of ten years from January Ist, 1891, and the four still existing 
private banks of issue can have this right withdrawn from them 
at one year’s notice at the end of any of these periods. It 
became necessary, therefore, as early as 1909, to regulate the 
position of the Imperial Bank and the other banks which issue 
notes, for the decade beginning 1911. The crisis of 1907 had, 
moreover, made the banking question one of unusual interest, 
and it was more especially the discount policy of the Imperial 
Bank, which had at times raised its rate as high as 84 per cent., 
which was made the subject of very severe criticism. Hence the 
Imperial Government decided to prepare the ground for the new 
law by an inquiry, which should subject all the questions of bank- 
ing then under discussion to the closest scrutiny. The inquiry 
was carried on, under the chairmanship of Herr Havenstein, 
the President of the Imperial Bank, by a Commission consisting 
of twenty-three members, which in May, 1908, examined a large 
number of experts in every branch of economics and business, 
and in October of the same year formulated its own views on the 
most important points. It met again, after the Bank Act of 
June Ist, 1909, had come into force, in November of the same 
year, in order to express an opinion on the special question of 
the security and liquidity of the deposits. 

At the inaugural meeting of the Commission on May Ist, 
1908, Wermouth, the Under-Secretary of State, in the capacity 
of representative of the Imperial Government, explained that the 
preservation of the gold standard and the maintenance of the 
Imperial Bank in its present constitution were the pillars of the 
existing economic order, and, in the opinion of the Imperial 
Chancellor, should remain outside any discussion. This at the 
outset disposed of the idea, supported by some members, of 
nationalising the Imperial Bank. The Bank will therefore retain 
its peculiarly mixed character: its capital is exclusively private, 
its administration entirely a national affair. All its officials are 
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Government employees ; the supervision of the Bank is carried on 
by a Board, which consists of the Imperial Chancellor as Chief 
and four members; the direction of affairs is in the hands 
of a directorate, the president and members of which are proposed 
by the Federal Council and nominated for life by the Emperor. 
The shareholders are represented by the General Assembly, whose 
powers are very limited. It elects the Central Committee, which 
exercises a constant influence over the financial business, even 
though in the majority of circumstances its opinion only is asked, 
its consent being indispensable in a very few cases only. 

Nothing, then, was to be changed in the way of organisation. 
But a suggestion emanated from various quarters that it might 
be desirable to increase the Bank’s own means by augmenting 
its own capital or even its Reserve Fund, and this was the first 
question discussed by the Commission. The capital of the Bank 
amounted, according to the law of 1899, to 180,000,000 marks, 
and the Reserve Fund was fixed at one-third of this sum. Owing 
to the premium earned by the increase of the capital, it was raised 
even higher, 1.e., to 64,814,000 marks, and hence has not increased 
again since 1906. The majority of the experts did not recommend 
any —1crease of the original capital of the Bank, for they held, 
and yistly so, that this would not ensure a lasting increase of 
golc. It must also be taken into account that the capital of the 
Imperial Bank is not, like that of the Bank of England or the 
Banque de France, in great part vested in non-liquid claims on 
the State. No objection was raised, however, to an increase of 
the Reserve Fund, and this was therefore reopened by the Act of 
June Ist, 1909, without any maximum limit being assigned. At 
the same time a new apportionment of the profits between the 
State and the shareholders was made: the latter obtain in the 
first instance a 34 per cent. dividend, and of the surplus 70 per 
cent. is assigned to the State, 20 per cent. to the shareholders, 
and 10 per cent. to the Reserve Fund. In the last years the share 
of the State has amounted to 75 per cent., that of the shareholders 
to 25 per cent., and the former amounted in the very profitable 
year of 1907 to 34°5 million marks, while the shareholders received 
a total dividend of 9°89 per cent., that is, 17°5 milion marks. 

A further important question concerned the raising of the 
duty-free issue of notes of the Imperial Bank. It is a matter of 
common knowledge that the sum total of notes, not covered by 
specie, which the Imperial Bank is allowed to issue is not abso- 
lutely fixed, as is the case with the Bank of England, but a so- 
called “contingent” of uncovered notes is allowed, and excess 














1910] THE GERMAN BANK COMMISSION, 1908-9 213 


over which is admissible on payment of a duty of 3°; per cent. of 
this excess as shown by the quarter-monthly returns. This 
arrangement was attacked by some experts, who made it respon- 
sible for the high rate of discount, and were, moreover, of the 
opinion that uneasiness at home and distrust abroad would be 
aroused if the Bank overstepped the duty boundary to any con- 
siderable extent. They held that the raising of the contingent 
was superfluous, and that-the limitation of issue was ensured by 
the provision, also contained in the Bank Act, that a third of the 
issue must always be covered by specie or bullion. 

As a matter of fact, the discount rate of the Imperial Bank 
is not in any way influenced by a consideration of the duty which 
she has to pay. She has often kept to a rate of 4, 34, and even 
3 per cent. when she was herself obliged to pay at the rate of 
5 per cent. per annum on her newly issued notes. This always 
happened when there was an unusually great demand for 
currency, which was obviously not likely to be of long duration, 
while the general conditions of credit throughout the country 
remained normal and no drain of gold was anticipated. A scarcity 
of currency is, however, a much more frequent and serious 
occurrence in Germany, where the cheque system is not yet fully 
developed, than in England. This is especially noticeable at the 
end of the quarters, when unusually large payments have to be 
made in various directions, which do, indeed, clear themselves up 
in a few days, but nevertheless produce an extraordinary demand 
for gold and notes for a short time. But in these circumstances 
the Bank raises its discount rate, even after the duty-free limit 
has been overstepped, only if a serious extension of credit coin- 
cides with the danger of an unfavourable state of the foreign 
exchanges. Hence in the inquiry it was recognised that the 
coming into force of the duty often served as a useful danger 
signal, when a check was required for an expansion of commercial 
affairs combined with an inflation of credit. On the other hand, 
it was admitted that a frequent and considerable overstepping 
of the duty-free limit made a very bad impression. Thus, in the 
year 1907, this happened no less than twenty-five times, and at 
the end of that year the issue of notes not covered by specie had 
risen to 625,974,363 marks over and above the duty-free con- 
tingent. 

The Act of 1909 took a medium course in this question. The 
duty-free contingent of the Imperial Bank, hitherto fixed at 
472,829,000 marks, is now raised to 550,000,000 marks, and it is 
besides decreed that at the end of the months of March, June, 
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September, and December an additional 200,000,000 M. may be 
issued. The contingents of the four private banks of issue, 
amounting to a total of 68,771,000 marks, remained unaltered. 
We must, however, remember that the provision for covering the 
issue of notes includes not only the supply of gold and silver, but 
also of Treasury notes (the total of which, however, amounts to 
only 120,000,000 marks) and the notes of other banks. 

The third important question concerned the means which the 
Imperial Bank should use to stimulate the importation of gold 
from abroad and to counteract the flow of gold out of the country. 
The gold supply of Germany is indeed estimated at more than 
4,000,000,000 M. by the Director of the American Mint, but as 
a matter of fact probably falls short of this figure by several 
hundred millions. An investigation made in 1908, in connection 
with the inquiry, brought to light the fact that the use of bullion 
for industrial purposes was much greater than had been supposed. 
It was ascertained to amount to 87°7 million marks per annum, 
and that at least one-half of this quantity of metal was obtained 
by melting down German gold coins. There is more gold in 
general use than in England, but the amount in the Imperial 
Bank has seldom risen above 800,000,000 M. during the last ten 
years, while it has on several occasions fallen below 500,000,000 M. 
In addition to gold, the Bank does indeed possess a considerable 
stock of silver coins, 1.e., 200,000,000 to 250,000,000 marks. 
This, however, since the calling in of the thaler in 1908, consists 
exclusively of small coins, which are legal tender up to twenty 
marks only, and cannot be used to cash notes against the will 
of the holder. The Treasury notes, which are also counted as part 
of the cash reserve, are not legal tender at all. The large propor- 
tion of small change kept by the Imperial Bank in comparison 
with the Bank of England is chiefly accounted for by the fact that 
the former has five hundred branches scattered throughout the 
country, which have between them to keep a considerable amount 
of change for the payment of wages and for the other requirements 
of small trading. The cash reserve legally prescribed to cover 
one-third of the issue amounted on December 31st, 1907, to 
779°6 million marks, with a paper currency of 1,885°9 millions, 
of which, therefore, 1,106 millions remained uncovered. The 
paper currency had therefore approached its outside limit to an 
unprecedented degree ; moreover, the cash reserve contained only 
497,546,000 marks in gold, that is, only 26°4 per cent. of the 
circulation. The economic situation was at the time abnormal, 
but it was in any case to the general interest that means should be 











1910] THE GERMAN BANK CoMMIsSsION, 1908-9 915 


sought to avoid such a state of affairs for the future. In the 
inquiry the question of the discount policy was next raised. There 
is no doubt that gold can be attracted from abroad by a rise of 
the Bank rate, but at times of crisis this expedient becomes impos- 
sible, and the withdrawal of foreign money can even appreciably 
aggravate the situation, as Germany learnt to her cost in regard 
to America in 1907. A high Bank rate can indeed prevent the 
flow of German capital outwards, but it is powerless to arrest with- 
drawals by foreign capitalists if it should happen that the same 
shortage of money exists in their own countries. The Bank is 
also advised from many quarters to keep a large constant supply 
of foreign gold bills, by means of which it would be able in case 
of need to exert a controlling influence on the rate of exchange. 

This can indeed be done, but only on condition that the procur- 
ing of foreign bills is not synchronous with an increase of the 
indebtedness of the country, which again might have unfavourable 
results. In the last resort the rate of exchange and the movement 
of gold depend on the balance of trade of the country, which itself 
depends on the foreign trade and the condition of the international 
money market. 

The granting of advances, free of interest, against expected 
consignments of gold was recognised as a useful temporary ex- 
pedient for the encouragement of its importation. The Imperial 
Bank had already made advances of this kind, and now extended 
the time-limit to forty-five days. 

A few former supporters of bimetallism also suggested the 
policy of premiums on gold, which used occasionally to be prac- 
tised by the Bank of France. The policy is as follows: When 
the Bank feared a drain of gold, it made use of its right to redeem 
its notes in silver, and gave gold only against a premium. This 
expedient, however, is out of the question in Germany at the 
present day, since silver is minted only into coins of small value, 
and strictly limited as legal tender. 

On the whole, the inquiry pointed to the conclusion that an 
increase of the gold reserve in the Imperial Bank could most easily 
be effected through the home trade. The entire gold supply of 
Germany amounts to at least 3,200 million marks, and improved 
methods of payment can surely achieve that out of this total an 
average of about 1,000 millions should always remain in the gold 
reserve of the Imperial Bank. A secondary means to this end 
would be the issue of small notes of twenty and fifty marks, 
which would allow the general commerce to dispense with a 
corresponding number of gold coins. As early as 1906 a law had 
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“sanctioned the issue of such notes by the Imperial Bank (though 
not by the private banks), and on December 31st, 1908, 
146,000,000 M. of the former and 137,000,000 M. of the latter 
were in circulation. A considerable increase, more especially 
of the twenty-mark notes, is not, however, to be recommended, 
since the public still prefers the gold currency. 

A measure of considerable importance which was brought up 
for consideration by the inquiry was the conferring of the status of 
legal tender up to any amount on the Imperial Bank notes— 
except, of course, in the case of payments to be made by the 
Bank itself. This would help to replace gold in circulation by 
notes, and seems advisable for other reasons also, just as the 
notes of the Banks of England and France have long since been 
recognised as legal tender. In accordance with the views brought 
forward in the inquiry, the notes of the Imperial Bank were made 
legal tender by the Bank Act of 1909, and this enactment came 
into force on January Ist, 1910. At the same time the Act laid 
down positively and unmistakably that the notes were convertible 
into gold exclusively. 

It was admitted on all hands that the most important and 
the most effective method of attracting gold from general cur- 
rency into the coffers of the Imperial Bank was by an extension 
and improvement of the Giro, cheque, and clearing-house systems. 
The cheque has hitherto been most utilised in Germany for the 
transaction of the Giro business of the Imperial Bank, which 
extends over the whole Empire, and facilitates the conveyance of 
payments among all the five hundred branches of the Bank. 
Thus, in the year 1908, 134,974 millions of marks were taken 
as deposits for this purpose, and nearly the same amount paid 
out. ‘The disbursements in cash nevertheless still amounted to 
more than 15 per cent. of the total sum. A clearing-house system 
exists under the direction of the Imperial Bank in seventeen 
towns, and in 1908 a total of 45,961 million marks were cleared 
in this way. In comparison with the figures that obtain in 
England, this total is still very modest, and there is a wide scope 
for the extension of the cheque system. The regulations dealing 
with cheques have been made uniform by the Imperial Law of 
1908, but the stamp duty imposed on cheques in 1909 militates 
against the extended use of this method of payment. 

The special discussion of the Commission next turned on the 
question whether the minimum Giro deposit balance required by 
the Imperial Bank (on which no interest is paid) should be raised. 
The Imperial Bank pays no interest at all to its Giro depositors, 
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and requires, moreover, that each depositor shall permanently 
keep in his account a credit balance proportioned to the extent 
of his business undertakings. A raising of this minimum balance 
would, however, scarcely ensure any considerable increase in the 
Bank’s cash reserve, for the accounts are made up for the most 
part by transfers, by the crediting of discounted bills of exchange 
and Lombard loans against security, and only in very small pro- 
portion by payments in specie. Moreover, the total amount of 
Giro deposits, which in the last years has varied from 600,000,000 
to 800,000,000 marks, is considerably in excess of the sum of the 
minimum balances. 

The Imperial Bank accepts, besides the Giro accounts, other 
deposits, but on these also it pays no interest. It is entitled to 
receive money at interest yp to the figure of its capital and reserve 
funds, but does not avail itself of this privilege. The inquiry 
revealed a widespread opinion that deposits paying interest and 
withdrawable at various lengths of notice might increase the 
Bank’s gold reserve. The Bank itself, however, seems little 
inclined to extend the scope of its business operations in this 
way. In quiet times it would not be likely to make much profit 
by this method, while at periods of commercial expansion the 
capital temporarily deposited would in all probability be with- 
drawn, and the cash reserve would be depleted at the very time 
when the greatest demands were being made on the Bank’s credit. 
A special department might indeed be created for such deposits, 
which might be invested exclusively in German State securities ; 
in that case, however, the Bank would be obliged, in order to 
avoid making a loss equal to the cost of administration, to pay a 
very low rate of interest. , 

For the immediate encouragement of the cheque system, the 
experts recommended that the Bank be authorised to buy up 
cheques. Hitherto it was doubtful whether this right existed. 
The Act of 1909, however, definitely conferred the right both on 
the Imperial Bank and on private banks, provided that the pay- 
ment of the cheques was secured by at least two solvent 
guarantors. External arrangements and expedients, however, 
cannot do much for the extension of the cheque system of pay- 
ment, the further development of which must in the main be 
brought about by the increasing recognition of its usefulness and 
convenience, not only in the business world, but also in the 
private life of the well-to-do general public. 

A further set of questions concerned the possibility of diminish- 
ing the periodic calls made on the credit of the Imperial Bank. 
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These calls, as we have already remarked, are concentrated in an 
unusual degree on the ends of the quarters. It would seem desir- 
able to spread the liabilities which fall due at these periods, i.e., 
payments of interest, rents, mortgage dues, salaries, &c., more 
evenly over the entire financial year than is now the custom, but 
attempts in this direction can only succeed very gradually. It 
was also suggested that at this period the number of days should 
be increased, for which the clients of the Bank were in any case 
liable for interest on their Lombard loans. Everyone was agreed 
that the Imperial claims on the Bank for credit should be dimin- 
ished, which could be effected both by increasing the means at 
the disposal of the Treasury and by a further regulation of the 
negotiation of Treasury bills. 

The last group of questions referred not to the regulations of 
the banks of issue, but to the constitution of the deposit business 
of the existing German banks which do not issue notes. These 
banks have been the victims of many attacks. It is feared that 
the real savings, for the withdrawal of which notice must in 
most cases be given, are not sufficiently safeguarded with most 
banks and bankers. As a matter of fact, many small banks try 
to attract deposits by the promise of a high rate of interest, and 
it happens not infrequently that such firms become bankrupt 
and the depositors lose their money. While these losses are an 
almost negligible fraction of the total sum of the deposits in the 
haads of the banks, they mean a great deal to the persons con- 
cerned, who are usually people in a small way of living. This 
evil, however, can clearly be remedied only by a spread of 
economic enlightenment. There are in Germany nearly 3,000 
public savings banks, which offer complete security for their 
deposits, and generally pay 3} to 34 per cent. interest. Those 
who entrust their money to small banking firms in order to 
obtain a higher rate of interest must know that they are running 
some risk of loss. Banking law as such can offer no help in this 
matter, and the remedies proposed in the inquiry were more or 
less of the nature of policing, with no more than a very limited 
degree of probable effectiveness. 

A more serious matter was the calling in question of the 
deposit business of the large banks. The moneys which these 
have at their disposal consist of deposits partly at call and partly 
at a fixed notice of withdrawal. The latter can in general be 
assumed to be savings. The larger banks cannot be accused of 
offering an unduly high rate of interest in order to tempt the 
public to make deposits, so that if the sum of these constantly 
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increases, the only explanation we can find is that the more 
well-to-do classes prefer to deal with a bank proper rather than 
with a savings bank. This is especially the case with people 
who sometimes have occasion to transact other business with 
the bank, such, for instance, as the purchase of public securities. 
Even the deposits at call do not consist only of business current 
accounts, but partly also of moneys belonging to persons of inde- 
pendent means, State officials, and other private persons, who 
like to have these sums at their immediate disposal, even if they 
are not accustomed to draw on them by cheque. ‘The general 
security of the deposits in the hands of the larger banks was not 
called in question, but in the inquiry doubts were expressed in 
several quarters as to whether the assets were sufficiently liquid. 
Unlike the English deposit banks, the German banks carry on 
in addition to their banking business proper other financial opera- 
tions (similar to those of the foreign bankers in England), namely, 
the issue of shares, the flotation of companies, and other Stock 
Exchange transactions. As a matter of fact, it is not possible 
that the banks should, as they have been accused of doing, use 
the depositors’ money to build railways in countries overseas, 
but it may happen that larger sums have been locked up in the 
stocks and shares of newly floated companies and syndicates than 
would seem suitable with due regard to the liquidity of the 
deposits. Moreover, it not infrequently happens that by constantly 
renewing bills of exchange they allow to industrial undertakings 
credit which goes not to increase the circulating capital of the 
debtors, but to extend their buildings and plant. The majority of 
the experts were also opposed to a legally constituted separation 
between deposit banks and banks dealing with Stock Exchange 
business. It was pointed out that in England this separation of 
the two branches of business did not exist in many provincial 
towns, and that even in London the Joint Stock Banks indirectly 
took part in new issues and flotations by granting credit. Other 
proposals were made to the effect that the banks should be com- 
pelled to keep a certain percentage of their deposits as a reserve 
in specie with the Imperial Bank, or to invest a portion of them 
in German State securities, and that they should be compelled by 
law to publish exact particulars of their liabilities and assets 
several times a year. The majority of the experts, however, as 
well as of the Commission, pronounced against the passing of 
legal regulations on the subject of deposits, but recommended 
that the Imperial Bank should use its powerful and widespread 
influence all over the country to encourage bankers to publish 
q3 
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interim balance-sheets at suitable intervals of time. The majority 
of the Berlin and a large number of provincial banks led the way 
in this reform as early as 1908, and it may be assumed that this 
business practice will become more and more general. The most 
suitable period appears to be every two months, which has 
hitherto been adopted by most banks. Opinions were divided 
with regard to the content of the interim balance-sheets. Some 
experts recommended a form with very numerous and specialised 
entries ; others considered so detailed an account impracticable. 
On this question experience must decide. The most important 
point is to show the liquid assets of the bank and its available 
balances, bills of exchange, and Lombard loans against security, 
redeemable at the maximum period of three months, money lent 
pending the monthly Stock Exchange settlements, and safe and 
easily saleable securities, as against the liabilities which have 
to be covered, namely, the current accounts and the deposits of 
the non-business public. Some people add to these the accepted 
bills, which play a great part in the balance-sheet of German 
banks; others, however, maintain that a great part of these is 
already unquestionably covered at the outset, so that they need 
not be taken into consideration in estimating the means at the 
disposal of the bank. A statistical inquiry made in 1906 showed 
that in forty-five banks, with a capital of 10,000,000 marks and 
more, 82 per cent. of the deposits and claims were covered by 
liquid assets as enumerated above, and even if the accepted bills 
were added to the liabilities to be taken into account, the pro- 
portion covered still amounted to 62% per cent. On the other 
hand, the sums invested by these banks in speculative enterprises 
amounted to only 34°6 per cent. of their total property as repre- 
sented by their original capital and reserve fund (a sum of 2,740 
million marks). As the deposits are as little likely to be all 
simultaneously withdrawn as are the notes to be simultaneously 
presented for redemption in cash, the condition of these banks as 
regards the liquidity of their assets appears from the figures given 
above to be very satisfactory. 

It was considered by the experts that an exact distinction 
between the deposits representing savings and the current accounts 
and deposits at call could hardly be shown in the published 
balance-sheets. Nevertheless, it would appear possible to earmark 
the deposits at more than eight days’ call, which consist chiefly 
of savings. 

Some experts spoke in favour of establishing State deposit 
banks; others of founding a national institution for the safe- 
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guarding of deposits; several recommended the formation of an 
Imperial Board with power of compulsory supervision of the 
deposit business of the banks. The majority, however, both of 
the experts and of the Commission, declared against the intro- 
duction of legal regulations in these matters. On the other hand, 
the Commission recommended a voluntary organisation for the 
supervision of the deposit system : the Imperial Bank should call 
to its aid a council of experts, whose duty it should be to examine 
the periodical published reports and watch their adequacy ; the 
Imperial Bank would, by means of its numerous branch institu- 
tions, be in a position effectively to oppose any observed abuses 
by withdrawing its credit. 

It is too early to pronounce on the effect which the proposals 
of the Commission may produce on the deposit system. In the 
first instance, the decisions of the inquiry have made themselves 
felt in the Act of June 1st, 1909, which, as already stated, contains 
as the most important innovations: the acknowledgment of the 
Imperial Bank notes as legal tender (from January 1st, 1910) and 
the raising of the duty-free “contingent” of the Imperial Bank 
with the permission cf a further increase of issue at the close 


of each quarter (to come into force on January Ist, 1911). 
W. Lexis 








THE NEED AND METHOD OF IMMEDIATE REFORMS 
IN THE CURRENCY OF CHINA. 


I HAVE repeatedly seen it remarked in newspapers and reports, 
both in English and Chinese, that our currency is in a very 
confused and chaotic state, and that consequently trade is being 
much hampered by it. The truth of this fact I cannot deny ; and 
it is often too painful to me to have to refer to it; and it is 
extremely regretful to all concerned that no remedy has yet been 
found nor effectively applied. In this paper an attempt is made 
to explain certain measures which, in my opinion, would greatly 
rectify the situation so much complained of, and I will also try 
to show how these measures can be carried into effect. 

Now the currency of China consists of two kinds, like most of 
the currencies of the world, viz., metallic and paper currency. 
For metallic currency we have bullion and coins. The bullion is 
mainly of silver and is largely used for settling commercial trans- 
actions of considerable amount, and the coins, which are used 
both for large and small transactions, consist of Chinese Imperial 
coins of silver and copper, and numerous kinds of foreign coins, 
chief of which are the Mexican dollar, the French piastres, and 
the Portuguese carolus. As to notes we have also a large variety 
of them. I cannot say exactly how many kinds of notes there 
are in circulation, because statistics of this kind are not avail- 
able. But I might mention that in our country any and every 
bank, either native or foreign, nay, even any and every firm 
which calls itself a bank, can and does issue notes, without any 
regulation whatever as regards the amounts issued, or other 
details. The free trade or laissez-faire principle is in full swing 
there. 

The result of this freedom of note-issue has been well demon- 
strated by the British attaché in Peking, in a recent article in the 
Standard. Runs have been of not uncommon occurrence and 
credit has thus been injured. The disorganisation of credit has 
caused the stagnation of trade for a considerable time. 

The diversity of coins which are in use in China gives rise to 
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great complications in the calculation of internal exchanges, and 
thus retards the development of trade both local and foreign. 

A still greater evil resulting from the existing methods of note- 
issue and system of coinage is the redundance of currency. Coins 
are being forced into circulation daily in vast quantities. These 
coins, together with large sums of notes, cause the inflation of 
prices. In China wages are still determined by custom rather 
than by the action of demand and supply, the consequence being 
that the same dollar which used to purchase comforts can now 
only purchase the bare necessaries of subsistence : this evil being 
much aggravated by the fall in the price of silver and by the 
depreciation of the copper coinage. 

Another great evil which must not escape attention is the 
uncertainty in the fluctuations of our foreign exchanges. Many 
of our importing, as well as exporting, merchants have met with 
ruinous losses in consequence of the erratic changes in the value 
of silver, which are almost beyond all the pre-estimations of 
human intelligence. 

It is therefore evident that there is great urgency for currency 
reforms in China, in order to remove—or rather to alleviate—the 
above-mentioned evils, as well as to facilitate the development of 
our trade, and in order to do this we shall have, firstly, to resort 
to regulation in place of laissez-faire in matters of note-issue, 
and secondly, to establish a system of national uniform coinage. 
preferably to be based upon gold. The space at my disposal does 
not allow me to deal with both problems here. I shall, therefore, 
only discuss the problem of coinage reforms, though both ques- 
tions are of first-class importance. 

That China should establish ‘a national uniform coinage is 
beyond all dispute, but opinion is divided as to whether China 
should base this system upon gold or silver. The one plan sug- 
gested consists in the establishment, on a silver basis, of a uniform 
monetary system consisting of silver and copper coins; and the 
other in the establishment, on a gold basis, of one consisting of 
gold, silver and copper coins, or of silver and copper coins only, 
but with a fixed gold unit as the standard. 

The proposers of the silver plan say that China will and must 
eventually have a gold currency, but that before the adoption of 
the gold standard she should begin with a uniform silver currency. 
They argue, and quite correctly too, that, as our people have now 
no uniform system of coinage, and as their commercial trans- 
actions are mainly based upon bullion of silver and copper, they 
should first be well trained in the use of a uniform currency, so 
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that afterwards, when they have become quite accustomed to the 
new system of coinage, the same can safely be brought on to the 
gold basis. They liken the establishment of a monetary system 
to the mounting of a ladder rung by rung, or the going of a 
journey step by step. They point out that, as the current money 
among our people consists principally of a great variety of foreign 
and local silver coins, alongside which there are the silver 
“sycee” and the copper “cash” and the ten-cash pieces, the 
most logical course of action to be taken for reforming our national 
currency would be the unification of the existing currencies, and 
thus the extinction in our coinages of that want of a uniform value 
which has been one of the greatest obstacles to the develop- 
ment of our trade, and which affords a loophole for lucrative 
trickery. 

They also observe, but wrongly, that, if the gold standard were 
to be adopted now, gold coins will have to be issued, and a gold 
reserve would also be necessary ; that, if we were to have a gold 
currency of, say, four shillings per capita, vehich is, in their 
opinion, the lowest figure that can be given, the whole popula- 
tion of China of 400,000,000 would require £80,000,000 of gold, 
which is approximately equal to one-eleventh of the world’s total 
stock of that precious metal; that, if that sum were to be drawn 
out of that stock, even on the supposition that we had sufficient 
credit to draw upon it to that amount, a monetary crisis would be 
sure to arise in Europe and America ; and that, in short, we could 
not get this amount of gold at any cost or under any 
circumstances. 

They further point out that the economic conditions in China 
are against the adoption of the gold standard. They think that 
there commodities are cheap and the people are economical. 
Even silver is sometimes found to be possessing too high a value 
to be much made use of by the ordinary traders. The coining 
of gold would, therefore, be obviously unnecessary. 

Having thus criticised the gold standard plan, the advocates 
of the silver plan say that, before any system of uniform currency, 
even on the silver basis, could be established, numerous diffi- 
culties have to be overcome, and the suggestion that the new 
monetary system is to be based upon silver, would be more accept- 
able to the conservative mind of the Government and the people 
than the suggestion of adopting a gold standard, inasmuch as 
the former would seem to them to involve a less-felt departure 
from ancient usages than the latter; and that, finally, the estab- 
lishment of a uniform monetary system on a silver basis would 
be a practicable step towards its ultimate establishment on a gold 
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basis, as can be proved by the example of India. Such are the 
arguments put forward by the advocates of the silver basis plan. 

Now to discuss the other suggestion—that of establishing a 
uniform monetary system on the gold basis. The advocates of 
this plan, of whom I am one, advise that China, while keeping 
in view the reform of her coinage, should adopt a system which 
has gold as its standard; that she should adopt a system similar 
to that which has been established in India, the Philippines, 
Siam, the Straits Settlements, &c., and consisting of silver, 
nickel and copper coins with a fixed gold value at which all coins 
issued are to be always maintained, and into which they are 
always to be convertible ; and that eventually, but gradually, she 
would have this system perfected by issuing gold coins as well, 
and by having a double legal tender of gold and silver coins in 
the Empire—that is to say, she will then have the same system as 
now obtains in the countries of the Latin Union. 

The advantages of adopting the gold standard as the basis 
of the new coinage system are many, of which five may be 
enumerated. Firstly, there will be no greater disturbance in 
putting our new currency system on a gold basis than on a silver 
basis. As we have seen before, prices in China are mainly on a 
standard based on bullion of silver and copper. If this con- 
dition is to be changed, there will inevitably be a re-adjustment 
of prices. To change from bullion to coins with a fixed 
gold value, would not involve a greater disturbance to the people 
than to change from bullion to coins with a silver value. 
But to change from bullion to coins with a silver value, and then 
again to change from coins with a silver value to coins with a 
gold value, would involve two re-adjustments of prices, and these 
repeated re-adjustments would be sure to result in the upsetting 
and disarrangement of the business relations of the country. 

Secondly, owing to the uncertainty in the price of silver, it 
is easier to adopt the gold standard at a time when the new 
system of uniform coinage is being first introduced, than when it 
has already been established. One can never be sure as to the 
future of the gold price of silver. If, therefore, the new coins 
should first be given a silver value, the uncertainty with regard 
to the gold price of silver would lead to great speculations, and 
give rise to great difficulties in fixing the gold value when it is 
desired to bring them on to a gold basis. If we could be sure 
that the price of silver would continue to fall, and never rise 
again, then when the time comes when we want to give the coins 
a gold value, they could, perhaps, be given the gold value of 
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the day, and further falls would simply convert them into token 
coins. Even then there would be many arithmetical complica- 
tions and difficulties in deciding their relative denominations, to 
say nothing of the unnecessary disturbance. But, as far as I 
am able to tell, there cannot be any appreciably great increase in 
the annual output of silver, owing to the fact that there is very 
little room for improvement in the art of silver extraction, while 
the demand for silver for manufacturing purposes is rather on 
the increase. Hence there is also the probability of the price of 
silver rising. But as to the validity of these statements, nobody 
can definitely assure us. Should silver then for any reason rise 
in value instead of fall, our Government, when about to give the 
silver coins a gold value, would have to give them a considerably 
higher value than their bullion purports to be—say 20 or 30 
per cent. higher—as otherwise, if only a 3 or 5 per cent. higher 
one be given, a slight rise above that value would quickly lead the 
silver coins into the melting-pot, and a slight fall below it would 
cause their coinage again. What the expense would then be to 
the State of this continual recoinage—to say nothing of the loss 
—can easily be realised. If then a 30 per cent. higher value has 
been decided to be given, by what method should the coins be 
raised to that gold value? Is our Government to give that value 
rapidly or slowly? If it should be given rapidly, all at once, 
those wealthy merchants and others, who have large possessions 
of the silver coins hoarded away, would be made so many times 
richer for no merit whatever of theirs, and at the expense of 
the nation. If, however, this 30 per cent. should be raised gradu- 
ally, say 5 per cent. at a time, the ever-decreasing prices of 
commodities, which would result as the consequence of the con- 
tinuous raising of the value of the coins—not to mention that the 
evil above dreaded still remains, though on a reduced scale—would 
bring our industry and commerce to a standstill. In both cases 
our Government would be in a most hopeless dilemma, and, in 
fact, none of the above-named methods is practicable. 

Thirdly, our Government would be able to reap a hand- 
some profit from coinage, which would otherwise be lost, and 
would greatly help the introduction of the new system. If the 
system is to begin on a gold basis, our Imperial Government could 
easily fix the ratio between gold and silver at 32 to 1, and would 
be able to make a profit of at least 20 per cent. on every coin 
it issues ; and, as long as the price of silver should not rise above 
the ratio upon which the profit is based, a handsome sum of well 
above £30,000,000 can be made as profit, if eight shillings per 
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capita for 400,000,000 people be taken. I might here mention, 
for purposes of reference, that the French Government makes a 
coinage profit of 150 per cent., and the Indian Government one 
of 90 per cent. on their respective standard silver coins. As to 
the method of keeping the coins at par with their face value, the 
subject will be fully dealt with later. 

Fourthly, the rates of foreign exchanges would be more 
steady. Safe and profitable trade between nations can only be 
secured by the relative stability in the rates of exchange between 
those countries, and their stability is to a considerable extent 
dependent upon the state of the currencies of the respective 
countries between whom there are trade relations. If their cur- 
rencies are relatively stable, the trade between them will be safe 
and prosperous, while, if serious fluctuations are unavoidable, 
commerce cannot be profitably carried on. 

The recent fluctuations had a detrimental effect upon both the 
silver- and gold-using countries. Moreover, these fluctuations, 
arising as they do from no cause that can be foreseen, are of such 
a nature that they are most ruinous to the trading communities 
concerned. Often times either the importer in our country, or the 
exporter of a gold-using country, finds his profits wiped out or 
even, when the worst comes to the worst, incurs a heavy loss by 
a sudden fall in the gold value of silver ; or sometimes the exporter 
of our products finds his profit greatly diminished by a rise in the 
value of silver; which facts are but of too common occurrence, 
and operate as serious hindrance to the development of our foreign 
trade. On the other hand, the increased foreign trade which 
would result from a stable exchange would bring in an increased 
revenue—from customs, &c.—which would greatly help the State 
to carry on several important national reforms. If, too, the 
exchanges were steady, more people from our country would go 
abroad as students, and in other capacities, who would bring back 
with them Western learning, Western ideals, Western institu- 
tions, and Western inventions which we want so badly and seek 
so earnestly. 

Another very serious aspect which too often escapes the atten- 
tion of our statesmen is the fact that, as long as silver continues 
to fall in its value, our foreign debts are correspondingly inczeas- 
ing, and unconsciously so. The fall in the value of the com- 
modity in which a debt is to be discharged would require more 
of that commodity to pay for the same debt than if it had 
remained unchanged. ‘The several foreign debts that we have 
contracted within the last decade and more must be paid for, 
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“Should the value of silver rise to a considerable extent, well and 
good. Should it fall as it has been falling, the question will 
be of a very serious nature for our statesmen and others to 
face. Whether the price of silver will rise or fall, we have no 
reliable means to anticipate; but that the spirit or element of 
gambling—such as the uncertainty in the value of our money— 
should be removed from sound State finance is beyond dispute ; 
and this removal can only be effected by the adoption of the 
gold standard as the basis of our monetary system. In Japan 
and India the fluctuations used to be of a similar character, but 
they were soon put a stop to by the introduction of the gold 
standard. 

Fifthly, our national credit would be better strengthened. 
How great is the asset of a nation in possessing a good credit 
in the eyes of foreign nations is too obvious to require any 
expatiation. I need only point out one or two facts before one 
fully realises the immensity of the advantages under this 
category. 

An Eastern financial agent residing in London once remarked 
that he had never been able to borrow money in the money 
market for the government which he was representing so cheaply 
as he was able to do after the introduction of the gold standard 
into that country. He remarked that the effect was as immediate 
as that of touching the button in ringing an electric bell. No 
sooner did the news of the adoption reach the lending money 
market than the drop in the lending rates took place. The 
government in question was thenceforward able to convert many 
of the debts, which had been contracted in former years, and 
to save the nation a great deal of money. Count Matsukata, of 
Japan, has said also that it was not till after the adoption of 
the gold standard by that country that she was able to borrow at 
4 per cent. interest. She had hitherto been paying a much 
higher rate than that. The Count attributed the friendliness 
and moderateness of the money market to the strengthened state 
of the Japanese credit, in the eyes of the investor, through the 
introduction of the gold standard. Inasmuch as we are, and 
shall be for a long time to come, greatly indebted to foreign 
nations, too much attention cannot be given to this subject. 

Moreover, the establishment of a uniform and complete system 
of coinage of a nation is rather like the building of a house than 
the mounting of a ladder or the going of a journey. The walls 
of the house should be built together in order that they may 
always have a harmonious relation from the beginning. 
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That no gold coins would at the present moment be required 
for internal trade purposes in China is, I think, beyond all 
doubt. But that is no reason why the gold standard should not 
be adopted. On the other hand, there are many evidences which 
indicate that, as our industry and commerce develop and expand, 
gold coins will be required, and such a day will not be so remote 
as is generally thought. But, in the suggestion that China 
should now adopt the gold standard, it is not to be supposed 
that it was proposed therein that our Government should at 
once issue gold coins to be put into general circulation. It is 
sufficient that a gold value be given to the new silver coins, 
which silver coins will still be the general medium of exchange 
in the country. I may be questioned as to how may this some- 
what artificial value of the silver coins be kept. Judging by 
the experience of other countries, I may say that it may be kept 
by means, among other devices, of our keeping a reserve fund. 
As to what this reserve fund is, and how it is to be created and 
used, I shall explain later on. 

I am glad to state that our provincial mints have already 
undergone several steps of reformation, and the viceroys, especi- 
ally those who have been appointed recently, have already shown 
their intelligence in perceiving the enormous advantages which 
would result from their mints being controlled and managed by 
one and the same authority. I might also mention that our 
bankers are mostly intelligent and patriotic people, and would 
all be enthusiastic in sacrificing personal interest for any public 
national advantage. They will, I think, find themselves more 
than repaid for the loss of profit from money changing, which 
now is one of their functions as bankers, by the increased volume 
of banking business, which increase would be due to more ex- 
tensive trade and industry, which are themselves benefited by 
the improved state of the currency. 

Should the conservatism of the Chinese people be alleged to 
be at all a serious barrier in the way of monetary reforms, I may 
point out that, if I may say it, we are far less obstinate than 
any other race in the world. I am far from being a eulogist, 
but one can easily realise this if he is referred to the success 
which we, with the co-operation of other nations, have achieved 
in the suppression of the smoking of that obnoxious drug, opium. 
I am happy to say also that our police system is being rapidly 
improved, and with modern complicated minting machines, 
fears concerning illicit coinage may be greatly alleviated. 

Further, it is not to be doubted that, as it is also the express 
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“and natural desire of all foreign nations that have trade con- 
nections with us, we should have as sound a monetary system 
as possible ; and, as the best system is one on a gold basis, it is 
not likely that any international complication of any consequence 
should arise which would involve any strain upon our Foreign 
Office. On the contrary, I have every reason to assert that the 
nations of Europe and America will all come forward to welcome 
any step that we may take towards the establishment of this 
new system and—nay, they will struggle and also join hands to 
render us every hearty support and willing co-operation in an 
undertaking which has so vast a national as well as an inter- 
national importance. Such is also the unanimous opinion that 
has been expressed by the leading authorities of this country. 

Thus I may summarise, and say that, the more one studies 
this problem of currency reforms, the more is one convinced that 
for China the second plan—the plan of establishing a currency 
system on a gold basis, all at once, and once for all, instead of 
first beginning with a system of uniform silver coinage with a 
silver value and then giving these silver coins a gold value—is 
on the whole better, and the wiser of the two; what other 
countries have done, we can do too, if only the same amount of 
caution, energy, and patience be forthcoming. 

Now I come to discuss the system itself. The question arises 
as to what should be the coins and their denominations to form 
this new system of coinage, bearing in mind that silver will still, 
for a considerable time to come, be the chief metal as the medium 
of exchange of the people of China. ‘Therefore the new coinage 
system, though based upon gold, would be one adaptable also to 
a system on the silver basis, only in one case the value of the 
currency would be fixed in gold, and in the other it would vary 
according as the gold price of silver rises or falls; but the value 
of the coins among themselves would be fixed, and that would 
be a great blessing in itself. 

The system of currency which in my opinion will best suit 
China is one which should consist of silver and copper coins. 
These coins are to be given a fixed gold value when they are 
issued. When the time comes when the business has assumed 
such a volume as to need the use of gold, gold coins will then be 
issued for general circulation. Here I must, before going further, 
add that, should it be found advisable to issue gold coins for 
purposes of experiment, such a measure is not objected to at any 
time. All the coins issued must be uniform in every respect 
throughout the Empire, and any variation is to be forbidden, 
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Every one of the civilised nations of the world, except China, 
has a uniform national currency, which consists of standard and 
token coins, and has a definite name for its unit of account. The 
pound sterling, the dollar, the mark, the franc, and the rouble 
are the units of Great Britain, the United States of America, 
Germany, France, and Russia respectively. Their coins have a 
definite ratio with one another, and, no matter what the trade 
conditions are of the country, one gold coin is always worth so 
many silver, nickel, or copper coins. All the coins that are in 
general circulation are issued by the central governments, and 
are uniform throughout the country where they are issued. 

For China, a coin to be called the “Yuan” should be the 
standard coin, and “ Yuan’ be the unit of account. Some people 
have suggested that our unit should be the Kuping tael, because 
it is the official unit. But it must not be forgotten that the 
Kuping tael is an official unit only in a very limited area. Our 
Government, in fact, uses as many units as there are names of 
units in the country. ‘The latter are countless, and the exact 
number of them is not known. Firstly there are, within my 
knowledge, about 150 kinds of tael, of which the Kuping tael is 
one; and, secondly, there are a surprisingly great number of 
coins, native and foreign, which are to be found in general 
circulation among the peoples of the different provinces. Although 
the generic name “tael” is generally used in the northern and 
western provinces of China as the unit of account, the more 
populous and richer provinces in the south and east use the 
Mexican dollar, and, in some parts, the Portuguese carolus, as 
the unit of account. By far the largest amount of the business 
of China, both of an international and local character, is, how- 
ever, being carried on in the latter provinces—i.e., the east and 
south provinces. Even in the north and west it is far from being 
correct to say that the same unit, the tael, is employed—nay, 
not only has such never occurred in one province, but also such 
has rarely happened even in one district of a province. Moreover, 
in these northern and western provinces, the Mexican dollar is 
most general in use. Dr. Morrison also pointed this out in a 
recent issue of The Times. 

This naturally leads me to the conclusion that, in deciding 
as to what we should adopt as the unit of account of our new 
coinage system, one of the value of a Mexican dollar should be 
chosen, and the name “Yuan” be given to that unit. As 
“Yuan” means a “round piece” in the Chinese language, and 
as that term has long been used in counting silver coins, this 
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unit will, I think, find general acceptance. If the name “ Kuping 
tael” be given, it will have to be a coin of more or less the 
weight of an ounce, as the meaning of that term suggests, or 
else people will more than ever be puzzled in finding that the 
tael coin does not contain a tael of silver which it purports to 
do. That they would hesitate to accept them would obviously 
be certain ; and, should a coin equal exactly in weight to a tael, 
or, in other words, to an ounce of silver, be issued, they would 
be very inconvenient to carry about. 

“Yuan ” having been chosen as the unit of account, and also 
the “Yuan” being the standard coin of our new currency, we 
next ask ourselves as to what should be its value in gold. 

I suggest that the “Yuan” should be given a value equal 
to two shillings in English money. In selecting this figure I 
have in mind the view that, as the exchange between other 
units and the English pound sterling is everywhere very well 
known, the new Chinese unit would itself be easily understood, 
and complications, arising usually from foreign exchange calcula- 
tions, would be reduced to a minimum. It is also to be remem- 
bered that the United States will, in my opinion, be greater and 
greater every day in her commercial as well as political activities ; 
and, while London will always remain the financial centre of 
Europe, New York will probably be that of the Americas; and, 
before a generation shall have elapsed, the two will be rivalling 
but equally important centres for the world’s finances. There- 
fore, in deciding the value of our unit and standard coin, the 
American dollar must not be left unconsulted. The fact that 
the American half-dollar is roughly equal to two shillings, and 
that the English £ is known to the whole world, has justified 
me in recommending the two-shilling value to be given the new 
“Yuan.” 

We have now seen that the unit of account of the new 
system should be “Yuan”; that the standard coin should be 
the “Yuan” coin, and this standard coin should be given a gold 
value equal to two shillings in English money. As to its weight, 
I think it should be seven mace and two candareens, which would 
be 26°80 grammes approximately. This weight very nearly 
corresponds to that of a Mexican dollar. Its fineness should be 
—nine-tenths to be pure silver and one-tenth to be copper and 
tin. As the fineness of the Mexican dollar is 898 per thousand, 
nine-tenths fineness would, therefore, be slightly better. 

Here I may point out that several provincial governments 
have issued coins of more or less the same weight and fineness 
as above mentioned, but, owing to lack of uniformity and the 
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want of proper legislation, no great success has yet been 
achieved. 

As for subsidiary coins, which are to serve for small change 
of the people, the 25 cents, 10 cents pieces, to be made of silver, 
and the one-cent and the cash pieces, to be made of copper, 
should be issued. It will be noticed here that the cash is to be 
issued. I may point out that, on account of the excessive issue 
of late years of the 10 cash copper-pieces, and thus their inevit- 
able depreciation, the cash, which is a coin dating from a very 
early period and has been the chief medium of exchange of the 
poorer classes, has almost gone out of circulation. This has 
caused great distress to these people, because the displacement 
of the former small cash by the 10 cash pieces meant the raising 
of their cost of living, but without a corresponding rise in their 
wages. It must be remembered that there are no Trade Union 
wages in China. 

Reference has been made to the question of the reserve fund. 
By a reserve fund is meant a sum of money, either in the form 
of precious metals or in the form of securities, or in both, kept 
at a central place or places in order to meet conversion demands 
made for the purpose of settling foreign trade balances. As 
London is now the international money market, and as every 
country of the commercial world now keeps in London a reserve 
fund for a more or less similar object, I suggest that London 
should be one of the places where China should keep part of her 
reserve fund; and that the other place for keeping the rest of 
the fund should be New York. ‘The reserve fund would be merely 
kept to let our foreign creditors know that, whenever we are 
called upon, we are ready and: able to settle our debit balance 
with them which may have arisen from trade transactions, and to 
give them equivalents in gold for our silver coins. I venture to 
say that, in fact, this reserve fund will not be much drawn 
upon, for the reason that the foreign trader, finding that his 
money can be more profitably invested in China than in his 
own country, and especially if foreign income taxes increase, 
will, if he can, leave his money in the former country instead of 
sending it home. Therefore our reserve fund kept with London 
and New York bankers will really serve as a means mereiy to 
satisfy certain psychological weaknesses of the human mind. This 
only illustrates the truth of the well-established economic prin- 
ciple that money flows where the rate of interest or the yield 
is highest, of course assuming that there is safety. 

Besides this reserve fund kept in Europe and America, we 
also should have a reserve in China. By this assertion I must 


No. 78.—vVOUu. Xx. R 











234 THE ECONOMIC JOURNAL [JUNE 


‘not be wrongly taken to mean that a reserve of that kind is to be 
created so suddenly as to give rise to those fancied fears which 
the members of the silver plan school have seemed to entertain. 
On the contrary, the accumulation of this home reserve of gold 
is to be so gradual, covering a long period of years, and with 
such precautions, that the effect of absorbing the metal will 
practically not be felt to any noticeable degree. As soon as we 
begin introducing the new coinage into the country, we should 
start the process of accumulation until the amount thus accumu- 
lated arrives ata figure which, in the opinion of expert financiers, 
is large enough for meeting all practical purposes and for dis- 
posing of all cases of emergency. 

If we want to know what this total reserve should be, we 
must look to the experiences of other countries. In India, the 
Philippines, and elsewhere, a reserve equal to 10 per cent. of 
the total home circulation of silver has been found to be amply 
sufficient for meeting all cases of drains arising both from the 
settlement of foreign trade balances as well as from any local 
overflow of silver currency. In my opinion the total currency 
reserve, which China will eventually have to keep, will amount 
to not more than £16,000,000, of which one-half is to be in gold, 
and the other half in the form of first-class and easily realisable 
securities. And it may be added here, that however adverse the 
foreign trade conditions of China may have been in the past, the 
annual export of treasure or precious metals, which may be 
described as the small change of the mercantile nations for 
settling trade balances, has never, to the utmost, exceeded the 
sum of £3,000,000; and, as China’s resources are developed as 
time goes on, these balances will gradually turn in her favour. 

A word of explanation may be needed for the use of the home 
reserve which I have previously alluded to. The home reserve 
is intended to be used for converting into gold any “Yuans” 
that may be presented for such purposes. The gold, thus applied 
for, may be for internal or external purposes. But gold from the 
reserve is to be given at such a rate in terms of “Yuans” that, 
if it is intended for paying foreign imports, the importing 
merchant would find it cheaper and more convenient to buy a 
gold draft on, say, London or elsewhere than to procure the gold 
from the home reserve and ship it; and that, if the gold is to 
be for internal purposes—either for use in art manufacture or 
any other purpose—the applicant would probably find it cheaper, 
or equally cheap, to buy it from the open metal market. In no 
case is this reserve gold to be given except at the fixed “Treasury 
draft rate,” the price which our Treasury charges for drafts on 
foreign centres—and this draft rate is always to be slightly higher 
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than the rate which the “foreign exchange banks” demand in 
ordinary times. This provision of internal or local converti- 
bility of the “Yuans” gives our coins the character of the Eng- 
lish bank note, though in the case of our “Yuans” a_ slight 
premium would, in a sense, be put on gold; but this premium 
is nothing more than the commission charge which all banks 
make on their gold operations, or the brassage which any 
government is entitled to make. 

In that case, as long as our reserve fund abroad is sufficient, 
or as long as our Treasury is always prepared and able to give 
exchange drafts on foreign countries, we need not hesitate to 
make “Yuans” convertible, but we know very well that, as 
long as the new coins are not issued in excess the “ Yuans” will 
have no occasion to be presented for such conversions. 

Before concluding I should perhaps say a word in regard to 
the precautions that should be taken when introducing the new 
system. Firstly, the Imperial Government, before taking any 
step in passing the necessary preliminary edicts and laws, should 
publish and distribute, among the people of all walks and ranks, 
pamphlets in the colloquial as well as the literary languages, 
showing the merits of the new monetary system and the evils 
resulting from the existing conditions of the old currencies. 
Among other things one fact must be mentioned and strongly 
emphasised, and that is that our sovereignty is much impaired, 
inasmuch as foreign governments can circulate their coins in our 
country. 

In this respect foreign governments must be informed, and 
have it explained that, in using this device, we are not arousing 
any anti-foreign feeling, as the very purpose of the adoption of 
this new monetary system would have already shown them. 
Such a measure is resorted to because it is an admirable means for 
changing the habits of a people. In connection with this, the 
local magistrates are also to be charged with giving due and full 
explanation of the new monetary system, and with giving any 
other particulars connected therewith. 

Further, in all matters connected with the putting in force 
of the new system of coinage in so far as such effect the bankers 
and merchants, both foreign and native, their opinion should first 
be obtained ; in a word, they must be treated with every courtesy 
in order that concerted action between the merchants and govern- 
ment may be assured, and this concerted action will prove to 
be one of the essential factors which will bring the new monetary 
system to success. 


Un Yuen Hsu 
R 2 
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Unemployment. The Result of an Investigation made in Lanca- 
shire, and an Examination of the Report of the Poor Law 
Commission. By 8. J. CHapMAN, M.A., M.Com., and H. M. 
HattswortH, B.Sc. (Manchester: The University Press, 
1909. Pp. xiii+164. Price 2s. net.) 


THIs is the type of book that we require in the treatment of 
such subjects as unemployment. For, owing to the intricacy of 
the subject, and to its immense scope, much detailed work is 
required, and some of the best results will be obtained by con- 
fining oneself to certain districts or certain trades. Now Lanca- 
shire, the home of the great cotton industry, has in many respects 
a character of its own, and its unemployed problems will differ 
in many details from those, for instance, of London or the 
Midland towns. Many features are common to all, and the 
authors rightly point out that in its fundamental aspects the 
problem of unemployment is everywhere the same, and only the 
details differ. Still, at present it is these sectional inquiries 
that are valuable for the reasons given, and because the atmo- 
sphere of each trade or district differs subtly from that of any 
other. Nevertheless, a series of such inquiries will probably show 
a convergence from each several point upon a single centre. 

In examining the Poor Law Reports, the authors start by 
pointing out that as regards unemployment the divergences of 
Majority or Minority are “neither fundamental .. . nor beyond 
reconciliation,” and in the following pages each receives an 
almost equal amount of criticism. The writers defend the low 
wages clause of the Chamberlain circular of 1886, and point out 
that insurance alone will not prevent the deteriorating effects of 
a long spell of unemployment. Most interesting, however, is 
their doubt as to the efficacy of either of the suggested schemes 
for dealing with those left over by decasualisation. ‘‘ What they 
need, if they are not to slip down a rung of the industrial ladder, 
is work,” and they hold that, with a proper organisation by 
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Labour Exchanges, this will be more feasible than at present, 
and that the abuses of existing relief works can be avoided. 

The scheme of the book is stated in the opening chapter. 
It first attempts to estimate the numbers of the unemployed. 
“These merely tell the magnitude of the problem, but it is 
important that it should be known,” for unemployment, “even 
when trade is generally good, is ‘far from being non-existent.’ ” 
After this they proceed to investigate causes, which are here 
classed as “cyclical,” “seasonal,” “accidental,” and “residual.” 
Finally, they attempt to suggest remedies. 

The sources of information as to unemployment are many 
and various. The chief of them are the Trade Union returns, 
the Labour Gazette returns of numbers employed and wages 
earned, which are the best available sources of information as to 
loss of employment by short time, and the returns of Distress 
Committees, Guardians’ Censuses, and so on. ‘The authors 
rightly insist on the fact that dismissals do not represent anything 
like the full decline in employment. ‘Were labour usually dis- 
missed in proportion to the contraction of production in times 
of bad trade, the numbers of the unemployed would evidently be 
enormous.” An illustration of this is given in an interesting 
table showing for various trades the proportion of the decline 
attributable to dismissals and short time. In view of this the 
statement that the Board of Trade curve for 1908 exaggerates 
the depression of that year is very unconvincing. In fact, the 
majority of the trades where dismissals are resorted to show 
a percentage that is above, or only a little below it; whilst many 
of the short-time trades show a total decline in employment that 
is equal to the average percentage of unemployment. Coal- 
mining is the most significant exception. The arguments 
adduced for clastic piece- and time-wages varying with trade 
fluctuations are well worth considering, given adequate safe- 
guards, as the authors insist. There is also an interesting 
discussion of rival systems of short time, and the chapter on 
Distress Committees, Guardians, and censuses is well done. 

The next two chapters deal with “Ages, Trades, and Past 
Work of the Unemployed,” and Unemployment among Women. 
It is probably not a fact that the Distress Committee returns 
show any great disparity of unemployment among young men in 
proportion to the population. But comparatively it is excessive, 
for the Trade Union returns show a very much smaller amount 
of unemployment at the lower, than at the higher, ages. “No 
doubt,” the authors remark, “appreciable numbers are the rejected 
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of the skilled trades, but if these numbers are the main cause, why 
are so many rejected when the skilled trades are certainly not 
receiving their proportionate share, according to the state of de- 
mand for labour, of the rising generation?” This incidentally 
contrasts strangely with the authors’ statement that real wages are 
rising, owing to the trend of population towards the more highly 
paid trades, and that in periods of good trade we are fully employ- 
ing our population. They rightly draw attention to the need for 
the organisation of boy and girl labour, and to the fact that unem- 
ployment among women is greater than is usually supposed. 
Here there is a shortage of highly skilled labour together with a 
large over-supply of unskilled. 

The treatment of unemployment cycles is good, and the 
authors rightly insist that the tendency of industrial progress 
is to decrease their violence. Unfortunately, the figures 
of the third fiscal blue book were not at their disposal. The 
uncorrected percentage shows a higher rate of unemployment in 
1879, 1885, and 1886, than in 1908, but that for the sixteen 
Unions making continuous returns shows the latter to have been 
the worst year since 1879. <A consideration of the returns of 
individual trades supports this, and also the supposition that the 
higher percentage for trades other than engineering and ship- 
building is delusive, owing to differences of weighting. Indeed, 
the authors seem hardly justified in maintaining that “irregularity 
of employment is certainly getting no worse.” For, in addition, 
one has to allow for greater use of short time, even in trades like 
engineering, the growth of the minimum of unemployment in 
good years, and of the fluctuating at the expense of the stable 
trades, and probably the increase of casually employed labour. 

The interesting discussion of seasonal unemployment is 
accompanied by a consideration of insurance, which “has been 
advocated largely with a view to this.” The objections raised to 
the scheme are effectively dealt with. For the public provision 
of work the authors make out a strong case, given a thorough and 
effective system of Labour Exchanges. Even so, however, the 
better plan seems to be to increase demand by increasing the 
amount of work done, and carrying it out by contractors in the 
ordinary way. Relief work would then be left as a very last 
resort. The authors rightly insist on the more than average 
supervision required for unemployed labour, and condemn the 
“half week ” and “short day.” Moreover, the principle of paying 
wages below the ordinary seems the right one, and they recognise 
the value of the regulation of public work. 
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The book concludes with an interesting chapter on Labour 
Exchanges, and a short one of Summary and Conclusions. It is 
well illustrated by a number of excellent tables, and the charts 
also are good, though the way they are printed scarcely does 
them justice. The index is beautifully clear. As a whole the 
work reaches a very high standard, and the authors are to be 
congratulated on making a valuable contribution to the literature 


of the subject. 
N. B. DEARLE 


L’Apprentissage et l’ Enseignement Technique. Par M. FERNAND 
DusieF, Ancien Ministre, Vice-Président de Chambre des 
Députés. (Encyclopédie Internationale d’ Assistance Prévoy- 
ance, Hygiéne Sociale et Démographie. Giard et Briére. 
Paris: 1910. Pp. 506.) 


Tus study of industrial training in France has an additional 
interest as showing many of the defects and difficulties to exist 
there from which we in this country are suffering. Indeed, there 
is often a striking similarity between the two countries. Neither 
in France nor in England, it would appear, has enough been done 
to replace the old system of apprenticeship by a new and more 
adequate one; and France is peculiarly liable to suffer because 
so many of its industries still depend very largely on the taste 
and dexterity of the individual worker. So in both countries 
the apprentice is superseded in a large number of trades by the 
boy labourer, or, in M. Dubief’s felicitous phrase, “‘petite-main.” 
The result, again, is, in France, complaints on the one hand as 
to the absence of good workmen, and on the other, the specialised 
worker (maneuvre), easily replaced by juvenile or female labour 
or from the unemployed. 

Yet, though apparently widespread, the trouble would seem 
not to be universal, since in one place M. Dubief contrasts the 
trades where apprenticeship does and does not survive. “La 
chémage est devenu plus intense dans les industries ol on ne 
forme plus d’apprentis.” It is a pity indeed that M. Dubief has 
not devoted more space to describing the condition of affairs in 
individual trades. Again, though indentured apprenticeships are 
rare, verbal contracts are still common, and, in spite of their 
defects, these must possess some value; and more efforts have 
been made, notably at Lyons, to carry out the law which estab- 
lished inspection of apprenticeship, and the Higher Consul of 
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Labour has enabled local commissions to be established anywhere 
for this purpose. 

The author proposes to make the certificate of apprenticeship 
once more a real proof of sound knowledge of a trade, to limit 
the number of apprentices, and establish authorities for their 
systematic inspection; whilst commercial apprenticeship also 
requires further development. This alone, however, will not suffice, 
but must be supported by technical schools. The author sketches 
the work already done, complaining that at present it is too 
theoretical and insufficiently practical. This sounds familiar to 
English ears. Apprenticeship should be restored where possible ; 
otherwise technical schools and courses adapted to individual 
trades must be established. 

It is with such schools as they are in France and elsewhere, and 
as they should be, that the book chiefly deals. Apparently M. 
Dubief does not refer primarily to the trade schools where young 
workmen go of an evening to improve themselves. He talks of the 
manufacturers and merchants of England ceasing to look upon 
the shop or factory as the place where a trade is to be learnt 
(or, rather, “picked up”) haphazard, but rather as a place where 
knowledge obtained elsewhere is to be applied. This is partly 
due to the fact that the French schools have mostly full-time day 
courses which last for three years or so, as a preliminary to 
employment in the workshop, though there are exceptions. For 
M. Dubief is not unaware of, nor does he fail to appreciate, the 
work of evening schools. 

The second part of the book is devoted to a description and 
criticism of existing technical training in France, beginning with 
an historical sketch of its development. Higher technical educa- 
tion is given at the Conservatoire des Arts et Métiers, and 
secondary technical education at the National Schools of Arts 
and Crafts. To primary technical teaching a good deal of space 
is devoted ; and there are many types of school, including a certain 
number of Schools of Apprenticeship. Not the least interesting 
are the Ecoles Nationales d’ Horlogerie, which were established 
to teach the whole of a craft that cannot be so taught in the work- 
shops owing to the subdivision of processes. Still more interesting 
is the six months’ course for workmen wishing to perfect them- 
selves in a single branch of the trade. 

The author protests strongly against the idea that these 
schools are only intended to provide a body of foremen and leading 
hands. On the contrary, they should be available for workers 
of all sorts. Again, they are contrasted favourably with the 
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Ecoles Primaires Supérieures, where the curriculum is far too 
theoretical and literary, tending to turn out inferior artists and 
designers rather than good craftsmen. Indeed, it is interesting 
to find the same complaints as to the preference for the clerical 
professions over the handicrafts and the same contempt for 
manual labour, that have been so common in this country. Again, 
like so many English educationists, M. Dubief has the same 
belief in the superiority of technical education to workshop teach- 
ing, not only for the higher ranks of labour but for the ordinary 
workman. Great success has certainly been attained in France 
by the three years’ course previous to entering the workshop, and 
youths so taught often outstrip their fellows who have spent all 
their time in the shop. But M. Dubief hardly allows sufficiently 
for the picked character of the former, nor for the fact that, 
except in a certain number of trades, the numbers receiving 
technical training are comparatively few. The proportion is 
greatest in the engineering trades, which under modern conditions 
seem peculiarly suited to it. Finally, in France, as in England, 
the teaching of the schools only reaches as yet a small proportion 
of the working classes. 

An interesting chapter describes the authorities by which 
technical teaching is controlled, and France appears to have 
suffered in the past from the clashing of rival authorities. Two 
further chapters are devoted to the various schools providing for 
the naval and mercantile service and to the arrangements for 
technical teaching of household economy. The subject of the 
third section of the book is Technical Education in Foreign 
Countries. Most of them are treated briefly, fullest consideration 
being given to Germany, Switzerland, and the United States. 
It is interesting to learn that in the view of a competent foreign 
observer, technical teaching in England “has expanded and 
permeated every branch of industry and commerce in a truly 
marvellous way.” He also pays a tribute to the value of the work 
done by private enterprise, to which he states our chief technical 
institutions are due. 

The book is provided with a number of appendices; but the 
Table of Contents would be more useful if the paging were 
correct, which it is not. Our great regret is that M. Dubief could 
not see his way to a more detailed description of the methods of 
teaching and working in individual trades, in order that this side 
of the subject might be as thoroughly dealt with as are the 
technical schools themselves. 


N. B. DEARLE 
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The Shifting and Incidence of Taxation. By E. R. A. SELIGMAN. 
(New York: The Columbia University Press. 1910. 
Pp. 427.) 


It is eleven years since the second edition of this standard 
work was reviewed in the Economic JouRNAL (Vol. IX., p. 240), 
and a third and enlarged edition, possessing all the merits which 
we are accustomed to find in the author’s contributions to 
economics, comes opportunely when problems of taxation are 
unusually prominent in a number of countries. 

The history of the theories of incidence, which occupies half 
the volume, has been enriched by the inclusion of a few early 
writers who have hitherto been overlooked even by the author 
himself, and this portion may be accepted as a most authoritative 
and thorough survey of the literature of the subject. There can 
now be few, if any, important omissions, and we have discovered 
only one slight error. Among the writers included for the first 
time importance is assigned to Andrew Hamilton, who published 
anonymously in 1790 An Inquiry into the Principles of Taxation, 
and whom Professor Seligman describes as “a professor at 
Aberdeen.” There never was a professor of that name in 
Aberdeen. Robert Hamilton, author of An Inquiry into the 
National Debt, was a professor there at that time, but the work 
has never been attributed to him. 

In the author’s own theory of incidence a number of changes 
have been made and some chapters have been wholly re-written. 
The part dealing with terminology has been expanded to four 
times its former length, a number of new distinctions and terms 
being introduced in the hope that they will “be deemed worthy 
of acceptance as the definitive nomenclature.” Where the burden 
of a tax is greater than its yield, Professor Seligman insists upon 
cutting up the burden, and the extra loss is not incidence but 
“the pressure of incidence,” “the pressure of the impact,” or 
“the pressure of evasion.” The “transformation of taxation,” 
where the producer pays the tax and recoups himself by improving 
the process of production, is not very happily classified as a form 
of “escape from taxation.” 

The only noteworthy change in the excellent chapter on 
general principles is the abandonment of a theory which the 
author has found to be untenable. In the earlier edition it was 
argued that in the case of monopoly less of the tax on the product 
would be shifted to the consumer if the industry obeyed the law 
of increasing returns than if it obeyed the law of constant returns, 
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while more would be shifted if it obeyed the law of diminishing 
returns. Under competition these would be reversed. In defer- 
ence to the criticisms of Professor Edgeworth (Economic 
JOURNAL, IX., 293-302), this theory has now been dropped, and 
the author tells us that in the case of monopoly “the influence 
of diminishing and increasing returns is apt to be similar to that 
in the case of competition.” In both cases, if the commodity is 
subject to increasing returns, the tendency is that more of the 
tax will be shifted to the consumer than under circumstances of 
constant or diminishing returns. It would have been a fitting 
acknowledgment of services rendered in this matter if Professor 
Seligman had toned down his strictures on the mathematical 
method still appearing under the unfortunate title of “The 
Mathematical Theory,” which is apt to suggest a distinct doctrine 
of incidence where none exists. 

The discussions of taxes on agricultural land and on urban real 
estate have been largely re-written, and most of the recent works 
on English local rating have been utilised to good purpose. 
Professor Seligman adheres to his former conclusions in this 
department, and they are set forth with even greater lucidity than 
formerly. The student of local finance will find here in brief 
compass one of the most stimulating discussions of the incidence 
of rates with which we are acquainted ; and if attention is called 
to a few of the doctrines with which we are inclined to quarrel, 
it is due rather to the importance of the volume than to any serious 
disagreement with most of the conclusions of the author. One 
of these disputable points arises where Professor Seligman dis- 
cusses the defects of the ordinary view that taxes on agricultural 
rents fall on the landowner. Among reasons for questioning it 
he tells us that rents are not always truly competitive, and when 
farmers are under-rented ‘a remission of rates will inure to the 
advantage of the tenant,” and an increase of rates will be borne 
by the tenant until the margin between actual and rack-rent is 
exhausted. He adds, however, that the recent depression in 
England has not only destroyed this margin, “but in many cases 
created a margin on the other side” ; and when farmers are thus 
over-rented ‘‘a remission of rates will be of all the greater advan- 
tage to the tenant.” This, surely, is a paradox which requires 
more proof than is here offered. The truth appears to be that 
when agricultural prices are falling, rent does not fall as quickly, 
but follows some little way behind, the result of the remission 
being to prevent rents from falling as far as they otherwise would 
have done. Also when he asserts that the principle of capitalisa- 
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tion of taxes holds good of urban lands, but questions it in refer- 
ence to agricultural lands because the latter are exposed to sharper 
changes of value, one very much doubts the accuracy of the view. 

Still less convincing are his arguments for the inelasticity of 
the demand for house-accommodation. When he urges that the 
tenants “will raise money to pay the increased rent by such 
expedients as taking in lodgers,” it may be asked where these 
lodgers were before the tax was imposed. Presumably they had 
house-accommodation somewhere; and if taxation forces a man 
to let off part of his accommodation to another, is it not just 
one way of reducing his own demand? When his blanket had 
shrunk the Irishman thought to lengthen it by cutting a strip 
from the top and sewing it on the bottom. How does it improve 
matters when the demand for house-room shrinks because of high 
rates if Mrs. Smith’s lodger removes to the apartments of Mrs. 
Harris? The latter may be enabled to keep as large a house as 
before by sharing it ; but the former, losing the lodger’s contribu- 
tions and having to pay higher rates, will be the more likely to 
seek a smaller house. For the theory of Professor Seligman it 
is necessary that the tax should create a new supply of lodgers 
who have not previously had any accommodation ; for only the 
inhabitants of St. Kilda, who earn a precarious livelihood by 
taking in one another’s washing, would try to meet higher rents 
by lodging one another’s children. 

Nor is the surrender of accommodation so uncommon as the 
author thinks. It has been distinctly noted in a representative 
town as an effect of recent depression that quite a large proportion 
of working-class tenants have reduced the number of rooms 
they occupied. The fact that houses are necessaries is not in- 
consistent with elasticity of demand for house-room, for there are 
sufficient people who would take more of it if the rent and rates 
were lower, or who would have taken more of it in the past if rates 
had not existed, to make an assumption of inelasticity inappro- 
priate in considering the effects of taxation. When Professor 
Seligman further says of “the tenants in the slums of large cities ” 
that “they shrink from the expense of moving from apartment to 
apartment,” we wonder if he can offer any support for the state- 
ment. For four years the present reviewer kept a record of the 
occupants of a number of blocks of tenements of one- and two- 
roomed houses in Glasgow, and nothing was more striking then 
their mobility and the inexpensiveness of their removals. Only 
12 per cent. of the houses were occupied by the same persons 
from beginning to end of the period, and many of them had a 
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very rapid succession of tenants. For the most part the expense 
of removal meant nothing more than the hire of a hand-cart, 
sometimes not even that. 

STANLEY H. ‘TURNER 


The Law and Practice of Rating and Assessment. By CLARENCE 
A. Wess. (London: Crosby Lockwood and Son. 
Pp. xxi+ 236.) 


Mr. WEBB may be congratulated on having carried out with 
success a difficult piece of work. He has set himself the task of 
explaining to overseers, surveyors, and members of assessment 
committees the law and practice of rating and assessment. Few 
subjects are less amenable to brief treatment. Confused by the 
varying practices of the rating authorities, perplexed by a differ- 
ence of law and procedure in the Metropolis and in the country 
outside, flung into a condition of puzzled bewilderment by the, 
if one may venture to say so, conflicting decisions of judges of 
the High Court, which must be assumed to be in accord, the 
ordinary reader is apt to despair of gaining any clear insight 
into the rating problem. He sees his assessment raised, he knows 
not why ; he would like to protest effectively, but is ignorant how 
to make such protest effective ; and finally subsides into a state 
of grumbling but passive acquiescence in the doings of an 
authority which appear beyond the limits of the normal human 
understanding. 

Now, we do not say that Mr. Webb makes all things perfectly 
clear: the subject does not admit of perfect clearness. But he 
does contrive in commendably small space to explain the general 
principles of the law. As the rating problem is bound up with 
local government, he gives a brief history of the rise and develop- 
ment of the rating authority ; but apart from this very necessary 
excursion he confines himself closely to the actual subject. Here 
and there he allows himself to criticise anomalies, but is too wise 
to add to his exposition of the method of rating proposals for its 
reform. 

The book begins with a statement of what may or may not 
be rated. The author next tells us what are the rating powers 
of local authorities. He then proceeds to show us how the valua- 
tion lists are made inside and outside London. We learn the 
difference between “Gross and Rateable Value,” that thicket 
of tangled inconsistencies. Following on this comes a discussion 
of who may object to the assessment and how he may do so. 
The information given on this last question is full and exhaustive, 
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but he might have made the explanation more telling if he had 
taken the ordinary ratepayer aggrieved on account of his assess- 
ment, and conducted him in narrative form through the different 
stages of appeal. All the facts are given, but the story of a typical 
ratepayer pushing his objections to the furthest extreme would 
have lent point to the exposition. 

The last portion of the volume is concerned with an account 
of the different kinds of property which are rated and the prin- 
ciples of assessment applicable in each case. House and flats, 
machinery and business premises, woods and sporting rights, 
railways, gas, water, and tramway undertakings, and even 
licensed premises, have all a special chapter devoted to them- 
selves. ‘Throughout the author steers a middle course, avoiding 
on the one hand the interminable intricacies of legal decisions 
and on the other the misleading simplicity of a purely popular 
explanation. 

REGINALD A. Bray 


Studies in Indian Economics. By Pror. H. B. LkEes Situ, 
M.P. (Constable and Co. Price 3s. 6d.) 


INDIAN Economics has been a field little surveyed yet. Mr. 
Ranade’s Essays in Indian Economics, admirable as they are, are 
a group of essays on various subjects, more or less detached 
surveys of some portions of Indian economics. Professor Lees 
Smith’s Studies in Indian Economics is something more than a 
survey of Indian industries and commerce. He uses as the basis 
of his studies not merely the existing industries, but takes into 
account the resources that could be utilised, natural wealth, and 
national aptitudes, the motive power of organised credit, and 
such other important factors, and therefore casts an eye into 
the future. 

He devotes a preliminary lecture to a general survey of the 
Indian economic situation ; the exclusive dependence of the coun- 
try on the one precarious resource of agriculture, and its need for 
a greater diversity of industry. In the very beginning he gives a 
useful warning to the people of the country when he points out 
the danger of blindly following the English economists in dealing 
with India, which is so different from England. A change is 
certainly needed in the economic condition of India. But it 
must be a change, not on exotic lines, but on lines natural to 
the country, its peoples and its conditions. The author gives 
an elaborate survey of the existing conditions, the industries of 
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the country, their possible extensions and lines of improvement. 
The natural resources of the country are such as could ensure 
a healthy diversity of industry. But the one great cause of the 
whole economic backwardness of the country lies in the old- 
fashioned methods of production. But for the cotton and jute 
industries, it cannot be denied that primitive methods still hold 
the field. Home-work, and not production on a large scale, is 
still the prevailing system. 

The author discusses the subject of the Swadeshi and Indian 
Protectionism, which is dealt with more at length in his other 
book on India and the Tariff Problem. He examines the Indian 
banking system, and advises the formation of a central bank 
for India or the amalgamation of the three Presidency banks. 
With regard to the general indebtedness of the Indian ryot, which 
is almost becoming proverbial, he considers the only way out of 
it is the formation on an extensive scale of co-operative credit 
societies, organisations that combine the elasticity of the private 
money-lenders with the cheapness of Government banking. The 
bulk of the people of India consist of just those classes among 
whom the societies have done successful work in Europe. More- 
over, as the author rightly considers, it is institutions like these 
that will have a great effect in the political world as well. They 
provide experience in the conduct of self-governing institutions, 
experience that will give the people qualities needed for repre- 
sentative government, for which they have begun to ask. The 
last note that Professor Lees Smith sounds is striking. He refers 
to some of the fine qualities of the Indian peoples, but what are 
still needed are confidence and enterprise. Without mutual 
trust, co-operation is impossible. Without enterprise, develop- 
ment is extremely slow. The people need to do things for them- 
selves instead of always depending on the Government. Lack of 
initiative, conservatism in methods, want of technical and com- 
mercial training—these have been serious factors retarding Indian 
development. But if they can be overcome, Indian industry and 


commerce are bound to play a great part in the economic world. 
N. M. Mouzompar 


Tariff Reform. By Captain G. C. Tryon, M.P. (London: 
The National Review. 1909. Pp. 139. Price 2s. 6d. net.) 


Tus little book admirably fills a gap in the literature of the 
Tariff Controversy. The movement has produced some books of 
quite exceptional merit ; but not, so far, a really good short text- 
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book, suited to the ordinary reader. Most nearly approaching 
this are Professor Ashley’s “Tariff Problem” and Mr. Amery’s 
“Fundamental Fallacies of Free Trade”; but these very able 
books appealed to a more instructed public. Captain Tryon, 
however, has written a book that the most uninstructed person 
can understand, and at the same time bases his reasoning on 
such sound lines as to satisfy the severest economist. 

Ought our government to stand aside as foreign nations in- 
creasingly interfere in our trade? America penalises our ship- 
ping, in which Captain Tryon rightly points to our natural 
advantage. It refuses our china and welcomes our china clay, 
whilst Germany regulates in her own interest our export of 
woollens. On the other hand, manufactured goods form an 
“unnaturally large part of our imports,” with the added fear of 
systematic dumping. In the past our woollen and cotton trades 
were acclimatised by Protection, and it established our shipping 
supremacy ; facts which do not prove free trade bad now, but 
show Protection to have been beneficial in the past. 

Cobden miscalculated in many ways, and overlooked the ten- 
dency of “excessive concentration” of industry under universal 
Free Trade to accentuate trade depressions and to give individual 
nations a dangerous monopoly of foodstuffs and raw materials. So 
Free Trade and Nationality are hopelessly at conflict. By the test 
of industrial production, Free Trade stands condemned. The more 
rapid growth of younger nations cannot explain away “a German 
steel industry nearly twice as great as our own,” and Germany 
can keep her population at home; England cannot. The error 
is to look at foreign trade statistics alone : for a growth of foreign 
trade may mean a loss. An English trade is destroyed by foreign 
importation, which is paid for by an export of goods formerly 
consumed at home ; and where there were two English industries, 
there is now only one. “In short, a change to some foreign 
source of supplies is mistaken for an increase in total consump- 
tion; we get bigger returns both of ‘trade’ and ‘unemploy- 
ment.’ ” 

Moreover, tariff negotiations are likely to go more against us 
in the future, the open door having actually increased the 
stringency of foreign Protectionism. The “favoured nation 
clause ” has proved illusory, concessions being limited to articles 
from which England cannot benefit, or special restrictions 
shutting her out. Finally, foreign countries are continually 
fencing off the neutral markets for their own privileged trading. 

The greatest advantage to the Protectionist country, however, 
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is the double market, especially with the modern development 
of machinery. For control of the home market and power to 
dump in England makes possible the increased scale of production 
that is the vital factor, and in times of depression saves the 
foreign, at the expense of the British, workmen. Canada and the 
United States, before and after the imposition of the Canadian 
Tariff, afford a striking analogy. Moreover, Protectionist coun- 
tries, far from clinging to obsolete methods, get the best British 
machinery and skill for their factories, and the “bracing atmo- 
sphere” of Free Trade means an uncertainty fatal to all enter- 
prise. Abroad protectionism is becoming more stringent, and the 
neutral areas fewer. Only the British Empire remains, and there 
the prospects are more than hopeful and are not confined to the 
existing preference, valuable as that is shown to be. Finally, 
all systems have food taxes, and Tariff Reform means at most a 
transference, more probably a decrease. Final chapters deal with 
the opposition to Tariff Reform, Defence, and Imperial Prefer- 
ence as a Bond of Union. 

Such in barest outline are the lines of Captain Tryon’s argu- 
ment, and the book is almost everything a short text-book should 
be. The style is clear and easy, the arrangement admirable, 
and the argument develops naturally, steering a middle course 
between unsupported assertion and an over-dose of statistics. 
Throughout taste and temper are unexceptionable, and the humour 
rapier-like both in keenness and refinement. Captain ‘Tryon, 
indeed, reminds us of “ Aramis raising his hat with one hand and 


drawing his sword with the other.” 
N. B. DEARLE 


Théorie de Vimpét progressif. Par Louis Suret. (Paris: Félix 
Alcan. 1910. Pp. 774.) 

THIS ponderous volume surveys all the theories of progressive 
taxation which have ever been put forward, and all the objections 
which have ever been made to them. Despite its bulk, it attempts 
to deal only with the theoretical side of the subject, seeking an 
answer to the question whether or not such taxation is justified by 
ethical or other principles, and avoiding altogether the study of 
the application of progression in existing financial systems. 
Indeed, when M. Suret does occasionally cite an actual tax by 
way of illustrating his terminology, he shows no great familiarity 
with present practice. Thus, as an example of a tax “at the 
same time proportional and progressive,” he mentions “the exist- 
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ing income-tax in England,” where the proportional rate applies 
to incomes above £500; but this has not been the case since 
1898. 

The theories are, however, brought together in six long 
chapters replete with quotations from all manner of writers, 
many of them scarcely worth the attention they receive, and 
impressing the reader with a sense of wearisome elaboration. If 
M. Suret had not been so ambitious of attaining completeness 
within the limits of his inquiry, a few hundred pages might easily 
have been saved by cross references to Professor Seligman’s 
Progressive Taxation, which has been translated into French. 
Similarly, when a score or more authors, important and unim- 
portant, have in much the same words urged the same objections 
to a theory, it is hardly necessary to quote in the text page after 
page from every one of them and then to repeat in lengthy 
footnotes the very same words in the original tongue of the par- 
ticular writer. As a result, it can truly be said that this volume 
is the fullest collection of statements and opinions of previous 
writers which we have seen, for it is more elaborate and detailed 
than even Professor Seligman’s monograph; and it must also 
be granted that the arrangement and classification of authors are 
admirably done. But it would have been much more readable, 
without sacrificing anything of value, if there had been more con- 
densation and judicious omission, though it is doubtless easier 
to produce a big work on such a topic than a small one. Yet it 
would be a pity if these defects obscured the real merits of a book 
which displays not merely erudition, but occasional passages of 
keen criticism and independent judgment. The “socio-political” 
view is discussed with somewhat greater sympathy than writers 
generally accord to it; and a chapter is devoted to theories which 
are not based on the idea of justice, particular reference being 
made to that of Professor Loria. The conclusion is not, however, 
very illuminating. 

STANLEY H. TURNER 


Histoire des doctrines sur l’impét en France. Les origines et 
les destinées de la Dizme. Royale de Vauban. Par J. B. M. 
ViGNES. (Paris: Giard. 1909. Pp. 525.) 


PROBABLY no country has been more fortunate than France as 
regards the attention devoted to the history of its financial 
doctrines and practice, and this lucid work well maintains the 
high reputation of French economists in this department of study. 
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The aim of Professor Vignes is not to present an ordinary critical 
analysis of the celebrated Dime Royale of Vauban, but to investi- 
gate the origins of the leading ideas of that work and to estimate 
their influence on subsequent doctrines and practice. Hence the 
book deals with the growth or decay of the three fundamental 
principles of Vauban : that taxes on land should be proportional 
to the gross produce and payable in kind; that direct taxes, at 
least, should be “rated” (impéts de quotité) and not “appor- 
tioned” (impédts de répartition); and that taxation should be 
universal. The volume consists of three parts, devoted respectively 
to these doctrines, and each part is subdivided into two chapters, 
the first of which deals with the origins of the idea and the second 
with its destiny. Such a scheme obviously involves a very 
thorough survey of the history of theory and practice, and the 
two are woven together with conspicuous success, and, so far as 
we can judge, with historical accuracy. The references to other 
countries are, it is true, very slight, and little would have been 
lost if they had been omitted altogether. But the selection of 
Vauban as a starting-point from which to work backward and 
forward in the development of these ideas of taxation in France 
is justified by the result. 

M. Vignes has no difficulty in showing that for each of the 
principles Vauban had many precursors. The proposal to levy 
the impét foncier on the gross produce and make it payable in 
kind, which is usually considered to belong most distinctively to 
him and which gave the title to his book, was not first discovered 
by him. M. Vignes does not, however, agree with those who 
affirm that he borrowed it from Boisguilbert, but gives some 
very strong arguments for the ‘view that it was taken from the 
writings of Hay du Chastelet, an intrepid thinker who has not 
hitherto received his due from economic historians. Certainly 
Hay du Chastelet had expressed the principle, and it is difficult 
to believe that Vauban was not acquainted with his publication. 
The doctrine of rated taxation is also stated by the same writer, 
but it had been applied still earlier in practice, and many authors 
before these had called for its general adoption. As to the maxim 
of universality, it appears to have been the rule at one time, and 
the majority of economists before Vauban had protested against 
fiscal privileges and exemptions. 

But while none of the three cardinal principles originated with 
Vauban, he put his own impress so strongly upon them that they 
owe their influence in large measure to him. Taxation in kind, 
of course, died out for reasons which the author adduces; but 
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the other two propositions were destined to play a vital part in 
fiscal development. The principle of the impét de quotité was 
applied in the Diziéme of 1710, and maintained later in the 
Vingtiéme. Répartition found a new lease of life at the end of 
the eighteenth century because, though employed so long to 
oppress the taxpayers, a system of fixed quotas when the figure 
could not be raised served for a time as a popular defence against 
royal abuse. But the reasons were transient, and the system 
advocated by Vauban obtained a stronger hold in practice, promis- 
ing to triumph completely in the future. As for the principle of 
universality, the history of the personal and territorial privileges 
and exemptions, the arguments for and against them, the struggle 
of the privileged to retain their advantages down to the very end 
of the Ancien Régime, and the coup de force of 1789, occupy 
three-fifths of the volume and permit of no summary brief enough 
for a review. The whole work is admirably written, displaying a 
wealth of information so well arranged and clearly expressed that 
it never becomes dull. Within the limits set for himself, M. 
Vignes shows 2 mastery and penetration which cannot fail to 
obtain for his volume a high place among works on the financial 
history of France. 
SranLEy H. TURNER 


Stock Exchange Investments in Theory and Practice. By 
JOSEPH BurRN. (London: C. and E. Layton. Pp. 322.) 


TuHIs book, which consists of a series of twelve lectures de- 
livered by the author at the Institute of Actuaries, in the session 
1908-9, is primarily intended for the use of students preparing 
for the second examination of the Institute, the syllabus of which 
includes, inter alia, the constitution and operations of the Bank 
of England; the National and Local debts of the United King- 
dom ; and the principal classes of Stock Exchange Securities, and 
practical questions arising in connection with their purchase and 
sale. Although written in the first place for the benefit of a limited 
class, it will be readily seen that the work, if it deals adequately 
with its subject, will appeal to a much wider circle of readers, 
and perusal shows that it deserves a large circulation among 
persons other than those engaged in life assurance. 

As is necessarily the case with any work containing a descrip- 
tion of the Bank of England and the National Debt, the book 
contains a good deal of historical matter, which is set forth in an 
attractive manner. ‘The first three lectures deal with the constitu- 
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tion and operations of the Bank of England, which are fully 
described, and they are sufficiently up-to-date to include an ex- 
planation of the American crisis of 1907 and its effect on the 
London market. Lectures IV. to VI. deal with the National 
Debt clearly and in detail, and furnish interesting reading for the 
novice. The second half of the book appears to be the more 
useful although not, perhaps, so attractive as the earlier part. 
Lectures VII. to X. are-devoted to the subject of Stock Exchange 
securities, and describe fully Stock Exchange practice in regard 
to the buying and selling of stocks and bonds, including technical 
points relating to contango and backwardation, &c. The different 
kinds of investments are described at length in Lecture XI., which 
is devoted to the securities appearing in the Stock Exchange daily 
official list, and the information given is of the utmost service to 
those who have little or no acquaintance with the list. 

The last lecture, on local indebtedness, gives in a compara- 
tively small space a useful account of a subject upon which it is 
not easy to obtain information, and deals with the various statu- 
tory powers enabling local authorities to borrow, and the various 
points to be considered by a prospective lender before making an 
advance. 

The book is evidently the work of a man with an exceptionally 
wide experience in financial matters, and it must be conceded 
that the author has succeeded in his endeavour to “give sufficient 
information to enable anyone to read the Stock Exchange and 
Money Market columns of the daily papers with intelligence and 
advantage.” Facsimiles of various forms in actual use are given, 
and a good index adds to the value of the book as a work of 


reference. 
T. TINNER 


Betetligungs- und Finanzierungs-gesellschaften. Von PROFESSOR 
Dr. Ropert LIEFMANN. (Jena: Gustav Fischer. 1909. 
Pp. x+495.) 


PROFESSOR LIEFMANN is so well known for his excellent work 
that a new book by him scarcely requires recommendation. This 
time he considers, and considers very fully, those companies in 
Germany, America, England, Belgium, France, and Switzerland 
which are formed for the purpose of co-operative investments 
and kindred purposes. He breaks comparatively new ground 
here, and this applies to his theory as well as to his descriptive 
portions. 
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English readers will turn with interest to his account of the 
rise and progress of such companies in this country. Why did 
they arise at all? The answer is that investors, especially small 
investors, wanted a high return for their capital. Sound securities 
(such as Consols) paid only a small dividend ; foreign securities 
paid a greater. But then the risk was greater too. Now a big 
capitalist, by a judicious selection of his investments, could 
minimise the risk. Not so the small investor. But the latter 
might co-operate with other small investors for this purpose. 
Hence arose Investment Trusts. The first of these in England 
was the Scottish-American Investment Company, founded in 
1860, with a capital of £2,000,000. The number of such com- 
panies increased gradually, and Professor Liefmann gives a list 
of no fewer than 107, the latest being the General Investors and 
Trustees, Ltd., founded in 1907, with an authorised capital of 
£1,000,000 sterling. 

Kindred companies to these are the Assets Companies, whose 
object it is to take over the property of bankrupt concerns. The 
first of these was founded in 1882, the Assets Company, in con- 
nection with the financial crash of the City of Glasgow Bank. 
In 1883 the Assets Realisation Company was founded, not in 
connection with some particular bankrupt concern, but to deal 
generally with bankrupt businesses. Lastly, there are the 
Reversionary Companies, whose object is to purchase “reversion- 
ary interests on founded property or in railway and other approved 
securities, sterling loans, and pecuniary legacies, also reversionary 
interests in freehold or copyhold property.” 

Professor Liefmann is most informing on the subject, and 
is very thorough for each of the countries with which he deals. 
If his descriptive portion is interesting, no less so are his theoretic 
speculations. He divides capital into three sorts : (1) Capital in 
kind; (2) capital in money; and (3) capital in stock. ‘To the 
third he gives a good deal of attention, for it is the starting-point 
for the consideration of the Investment Companies. 

In his last section he deals with such topics as the regula- 
tion of these companies and their relation to the banking houses. 
In short, no aspect of the question is neglected, and students will 
find Professor Liefmann’s book a mine of information on a com- 
paratively new subject. 

M. Epstein 
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Lebensbedingungen moderner Kultur. Von Dr. GustaF F. 
STEFFEN. (Jena: Gustav Fischer. 1909. Pp. iv+372.) 


Dr. STEFFEN has had a varied career. His first studies were 
those in chemistry ; his later studies in social and economic life. 
For ten years (from 1887 to 1897) he was newspaper correspondent 
in London, and during that time he made himself acquainted 
with industrial conditions in this country, and published an 
excellent book on the English wage-earning class. He is now 
Professor of Economics at the tiny University of Gotenburg, and 
his latest work contains eight essays on sociological and economic 
questions. The book was written in Swedish, and a word of 
thanks is due to Margarethe Langfeldt, who translated the book 
into German, and so made it accessible to a wider circle of 
readers. 

In his first paper, on the Meaning of Life, Dr. Steffen dis- 
courses pleasantly on such questions as the rise of social classes, 
progress, and civilisation. We might describe this first paper as 
a philosophy of democracy. The author has strong sympathies 
with democracy ; nay, we believe that he inclines very strongly to 
Socialism. He certainly accepts the view that economic forces 
are the motive forces in history, and he maintains (in the second 
paper on the Struggle for Well-being) that poverty is an evil. 
He has some biting things to say on the view prevalent in some 
quarters that poverty is good ; that the poor have only themselves 
to blame; or that there must of necessity be rich and poor in 
the land. Dr. Steffen will not hear of this. A people which is 
held captive by force of habit, which cares only to maintain 
things as they are, which has no longing for better conditions 
—such a people, he says, is in a state of decay. The question of 
poverty interests the author greatly, and he discusses it from all 
sides. What he deplores most is the toleration of poverty. He 
would like to see the poor utterly dissatisfied with their con- 
ditions, and the rich utterly dissatisfied to live in a society that 
contains poor elements. Indeed, his chapter on social discontent 
is one of the best in the book. 

One sees clearly that Dr. Steffen is deeply concerned for the 
social wrongs of our time, and he is unsparing in his criticism. 
Thus, he points out the hypocrisy of the modern sentiment that 
all work is noble. In reality (he says) it is only the work of the 
ruling classes that is so considered. One is not surprised to find 
that he dislikes luxury. He has some excellent things in the 
section devoted to the consideration of the subject. ‘Luxury is 
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the expenditure of much in the way of material things without 
bringing about higher social values.” And therefore, he con- 
cludes, we cannot wage war against poverty, or raise the standard 
of life, without at the same time attacking riches and luxury. 

In his section on Socialism and social democracy, Dr. Steffen 
gives as good an account of Socialism in a dozen pages as any 
we have ever read. There is a clear, concise presentation of the 
teachings of Marx and excellent criticisms on the weak points 
in his system. 

We have said sufficient to show the aim of the book and the 
author’s standpoint. All through he is most interesting, and the 
topics he discusses are of vital importance :—What is the State? 
Personal and economic freedom; the moral value of the State ; 
the Labour question; the freedom of labour contracts; trade 
unions and their relation to Socialism ; taxation policy. For the 
discussion of these subjects and for some valuable suggestions 
respecting education we must refer the reader to the book itself. 
It is a book that deserves more than passing.attention, and, 
fortunately for the author, the German translation is quite easy 
reading. 

M. EPSTEIN 


Technisch-volkswirtschaftliche Monographien. Herausgegeben 
von Proressor Dr. Lupwic SINZHEIMER. 

Band v.: Die volkswirtschaftliche Bedeutung der tech- 
nischen Entwickelung der Zelluloidindustrie. Von 
Dr. Joser Erten. (Pp. 139. 38m. 50pf.) 

Band vi. : Die wirtschaftliche und soziale Entwickelung 
der deutschen Ziegelindustrie unter dem Einflusse 
der Technik. Von DR. BRuNO HEINEMANN. (Pp. 
139. 3m. 50pf.) 

Band vii.: Die volkswirtschajtliche Bedeutung der 
technischen Entwickelung der deutschen Woll- 
industrie. Von Dr. ALEXANDER WACHS. (Pp. 185. 
3m.) 

Band viii.: Die volkswirtschaftliche Bedeutung der 
technischen Entwickelung in der Schuhindustrie. 
Von Dr. FRIEDRICH BeHR. (Pp. 148. 3m. 50pf.) 

Band ix.: Die _ volkswirtschaftliche Bedeutung der 
technischen Entwickelung in der Papierfabrikation. 
Von Dr. FRANZ SCHAFER. (Pp. 284. 7m.) 

Band x.: Die volkswirtschaftliche Bedeutung der 
technischen Entwickelung der deutschen Lederin- 
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dustrie. Von Dr. Junius Trier. (Pp. 91. 
2m. 50pf.) 
(Leipzig : Klinkhardt. 1909.) 

THIS systematic series of trade monographs is a sign of the 
times. It is a fresh indication of the new direction now being 
taken in every country in economic studies, or—if one prefers so 
to put it—of the greater attention now being directed to certain 
parts of the economic field. Whether in the old or in the new 
universities, whether in the venerable faculties of philosophy and 
arts or in the brand new commercial faculties and colleges, the 
effort is visible on the part of professional economists to get into 
closer touch with the actualities of business life—to understand 
them, as it were, more from within, as they present themselves 
to those primarily concerned, and not simply from without, and 
as looked at by the politician or government official. Investiga- 
tions into the growth and organisation of the several industries 
are a natural outcome of this new spirit. For it is coming to be 
realised that a great industry is, in a real sense, an organism, 
with a life of its own and with inter-related members, and that 
it can only properly be treated as a whole. The general and the 
particular will always each have a place in economic inquiry ; and 
for teaching purposes, for obvious reasons, general considerations 
must necessarily preponderate. But the economist is finding it 
desirable to immerse himself from time to time in the particulars 
of a single trade, and to return to his necessary work of generalisa- 
tion with a deepened sense of the limitations of abstraction. 

Professor Sinzheimer, of Munich, must be congratulated on 
the circle of competent pupils whom he has been able to set to 
work. Each of the monographs now before us is a careful and 
informing piece of work; and each of them has sought, though 
with varying measures of success, to place himself at the point 
of view indicated by the editor. That point of view (which is 
variously expressed in the titles of the several volumes) is the 
relation between the technical and the economic aspects of the 
several trades. That, also, is significant of the present trend of 
thought. Economics has hitherto found its allies chiefly in 
Philosophy and in History; but, in the age of machinery, it is 
inevitable that it should be brought into closer contact with 
Engineering and the Applied Sciences. To understand enough 
of the technical side of a business to interpret its economics, with- 
out being overwhelmed by technological detail, is a difficult ideal ; 
but it is an ideal that the economist of to-day can hardly avoid 
aiming at. 

An adequate review of the present volumes would demand 
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more space than is at my disposal, and what is even more neces- 
sary, more special knowledge. I must content myself with 
noticing a few points of interest. 

Dr. Wachs’ book on the woollen industry goes over ground 
that is perhaps rather more familiar than the others. We learn 
from it, inter alia, that the working day had been pretty generally 
reduced in practice from eleven to ten hours since 1897, even 
before the factory law of 1908 made ten hours the legal maximum 
for female operatives. Money wages also have gone up generally 
in the last few years, and have a good deal more than made up 
for the ground lost in the depression of 1901, though nothing is 
told as to the cost of living. The plan of joint agreement as to 
rates of piece wages is making progress, especially in districts 
devoted to a single branch of the trade. 

Dr. Behr’s “Shoe Industry” is very largely a comparison of 
the factory system of production on a large scale with the small 
shop methods which it is replacing, but replacing far more slowly 
than has been the case in America or England. The most original 
and instructive part of his treatise is an attempt to reckon the 
exact cost of production of a particular kind of shoe in a factory 
and in a small workshop. Another interesting section describes 
the various ways in which the large shoe manufacturers are trying 
to get hold of the market, and especially the plan of “ Fabrik- 
filialen,” or, as we should say, of “multiple stores.” 

“Papierfabrikation,” by Dr. Schiifer, is, as might be expected, 
very largely an account of the new method of production from 
wood pulp and of its economic relations to rag paper. We learn 
a little also of the printing paper syndicate, but not so much as 
we could wish of its organisation and membership. 

While the three industries hitherto mentioned are of long 
standing, the celluloid manufacture is very new, and dates only 
from 1869. In Germany it started as late as 1880, when an 
enterprising Mannheim manufacturer established a works and 
placed in it a number of operatives whom he had brought over, 
“um teures Geld,” from the Franco-American factory at Stains, 
near St. Denis. At present there are only eight celluloid factories, 
all on a large scale, in Germany; and Dr. Ertel has no difficulty 
in showing the technical reasons why the celluloid manufacture 
can only be carried on upon a large scale, though the manufacture 
of celluloid goods can still be profitably undertaken by compara- 
tively small concerns. 

To the present reviewer, Dr. Heinemann’s monograph on 
“ Brickmaking ” has proved the most fresh and instructive. Brick- 
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making in Germany is an industry in which the labour conditions 
are generally very deplorable, and that because it is a season 
trade. Owing to the method in which bricks have hitherto been 
generally made, with exposure at various stages to the open air, the 
work can only be carried on during the summer months (from 
April to October). As a consequence, it is not as a rule engaged in 
by labourers permanently residing on the spot, but by wandering 
bands of men who come .from a distance for the season (or 
Kampagne). These men used to come chiefly from the small 
principality of Lippe-Detmold, and apparently they worked in 
more or less co-operative fraternities. But now the Lippe men 
can confine themselves to the more skilled or responsible part of 
the work ; and the vastly larger number of labourers in the brick- 
yards, rendered necessary by the growth of great towns and the 
demand for building bricks, is supplied by the immigration of 
foreigners—Russian Poles on the east, Czechs in Saxony, 
Walloons and Dutch on the west, Italians on the south. These 
imported labourers are under the thumb of the middleman (the 
Baas, i.e., “Boss”), who pays their travelling expenses and 
deducts them from their wages, contracts with the owner of the 
brickyard to produce a certain quantity at a certain price and 
makes what he can out of his foreign gang, and supplies them 
with food and drink on terms which recall the worst abuses of 
the truck system in England. Until the owner of the brickyard 
can give employment all the year round, it will be almost impos- 
sible for him to free himself, even if he desires to do so, from the 
middleman ; and so long as a fresh set of men appear every year, 
the owner can feel little interest in their well-being, and govern- 
mental inspection can have but slight efficacy. Dr. Heinemann 
shows how the growth of great cities is creating a demand for 
bricks which makes an expensive equipment economically possible, 
and how the improvement in the means of transportation is widen- 
ing to some extent the area of the available market, and enabling 
the larger concerns slowly to drive out the smaller ones. But any 
considerable improvement in labour conditions must be dependent, 
according to our author, on such a change in the methods of 
brickmaking as shall render the manufacture independent of the 
weather. The improvement of methods has indeed already gone 
so far as to make the work independent of the weather within 
the season, but not so far as to make the work continuous through- 
out the year. “Herein is the most important problem of modern 
brickmaking, which has already been solved so far as the inven- 
tion of a process is concerned, but not in such a way that the 
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solution can be recommended from a purely business point of 
view.” As far as I have observed, Dr. Heinemann does not deal 
with the question how far seasonal manufacture may be bound 
up with the seasonal demand for bricks: for, of course, building 
itself is a seasonal occupation. 

Dr. Trier’s ‘‘Lederindustrie,” though one of the shortest, is 
also one of the best of the series. The tanning trade has under- 
gone great changes in processes and great changes, also, in the 
sources from which it obtains its hides, and in the markets in 
which it disposes of its leather. All these developments are here 
explained in a brief and competent manner. Dr. Trier calls 
attention to the business consequences which flow from the facts 
that hides are by-products, and that their supply and price are 
in large measure independent of the demands of the leather 
market. 

When a series offers us so much, it is perhaps a little un- 
generous to ask for more. But I have been struck, in most of 
the monographs, by the extremely scanty information concerning 
the capitalistic side of the several industries : the capital invested, 
the owners, their organisation in firms, companies, syndicates, 
the movement of prices, the fluctuations of dividend, and financial 
policy generally. Such information is indeed very difficult to 
get: almost every preface laments the extreme reticence of the 
manufacturers. But in these days of joint stock companies there 
are means of getting a good deal of information about most 
businesses. ‘The ideal monographer, it is clear, should be not 
only an Economist and a “Techniker,” but also an Accountant ! 
But I doubt whether the profession of Accountant has sufficiently 
progressed in Germany to make this proposition as intelligible 
there as it is becoming with us in England. 

W. J. ASHLEY 


Chemical Industry on the Continent. A Report. By Harotp 
Baron, Gartside Scholar. (Manchester: At the University 
Press, 1909. Pp. xi+72.) 


Tus, like several of the preceding Gartside Reports, is mainly 
of a technological character. The writer gives a straightforward 
account of the processes he found in operation in the works to 
which he was able to gain admission in Belgium, Northern 
France, and Western Germany; and this part of his modest 
volume ought to prove suggestive to those engaged in chemical 
and dyeing undertakings in this country. Of more general interest 
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is the concluding chapter on Patent Protection. According to 
Mr. Baron, the German Patent Office makes a much more 
thorough search as to the originality of an invention than the 
British Office, and charges only a quarter of the British fee. 
Accordingly, ‘it is a frequent practice among inventors in this 
country who file many applications for patents to first file the appli- 
cation in Germany, in order to get the benefit of the search, and, 
if the reply is favourable, to then file the application in England 
and other countries, claiming the priority of the German applica- 
tion under the International Convention.” Not only is the search 
more thorough, but the German practice also gives greater oppor- 
tunity to the public—i.e., to rival manufacturers—to oppose the 
grant. ‘The result is that a patent, when ultimately granted in 
Germany, represents an asset of more real value to the owner. 
In case of infringements, he can sue with greater confidence of 
success than is the case with an English patent.” 

Mr. Baron seems to have no doubt at all in his mind about 
the Patents and Designs Act of 1907. “There are already indica- 
tions that the German colour manufacturers are taking steps to 
erect works in this country in order to comply with its provisions ”’ ; 
elsewhere it is mentioned that the Bayer Company, of Elberfeld, 
are already erecting works at Port Sunlight (p. 47). “This cannot 
fail to improve employment in this country, owing to the intro- 
duction of foreign capital.” Apparently Mr. Baron is not one of 
those who believe that all a government can do by its legislation 
is to “divert” a portion of a given amount of domestic capital 
from one employment to another less profitable. Nor does he seem 
to be troubled by the reflection that the chemicals ‘made in 
England” will probably be, fora time, more expensive to the 
English consumer than if they had continued to be made in 
Germany. And it has apparently not yet occurred to him to 
worry about the proposition that when imports are diminished 
(e.g., of German-made chemicals), English exports inevitably fall 
off in like proportion ! 

W. J. ASHLEY 


The Origin, the Organisation, and the Location of the Staple of 
England. By Avatine L. JENCKES. (Doctorate Thesis of 
the University of Pennsylvania. Philadelphia. 1908. 
Pp. 83.) 


THE conception of the Staplers presented in this work is the 
usual one. They existed largely for the advantage of the English 
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Government, and Governmental connection dominated their early 
career. The origin of the Merchants of the Staple is said to be 
connected with the King’s merchants selling the King’s wool. 
No examples of merchants selling the King’s wool, however, are 
given previous to 1341, whilst there seems to have been a staple 
about the middle of the thirteenth century, and a Mayor and 
Merchants of the Staple in the reign of Edward II. If the pro- 
posed origin is correct, the word “‘staple”” may be connected not 
with “stapel,” a heap, but with “stapen,” to go or to force to 
go, referring to the King’s forcing merchants selling his wool 
to go to one specific port. The whole explanation, though an 
improvement on some that have been given, is not a demonstrated 
fact as it stands, but an interesting hypothesis. The origin of 
the Staplers remains unknown. 

An appendix of twenty pages of documents enhances the 
value of the work, though only two of them have not been pre- 
viously published—the Charters of 1561 and 1617. It is very 
much to be regretted that no use has been made of the MS. 
sources to be found in the Chancery Files and in the Rolls of the 
Staple. The Continental archives also might be expected to 
offer a store of materials. The discussion of the judicial relations 
between the officers of the Staple and the Chancery is hardly 
complete without at least a reference to the means taken by the 
Staple court for the recovery of debts in case the debtors had 
left the jurisdiction of the Staple. The Chancery Files supply 
abundant evidence of the sending of certificates and recog- 
nisances to the Chancery for the collection of debts in such 
cases. 

There are some statements which may well be doubted and 
which require further investigation—for example, that the ex- 
portation of wool in the period 1353-1463 was as a rule in the 
hands of aliens. The valuable table showing the location of the 
Staple (1285-1617) contains at least one error. The Staple was 
not restored to Calais, after its removal to England in 1369, in 
answer to the petition of the Commons in the year 1373, but put 
off till 1376. Though there is a lack of exhaustive treatment of 
various interesting topics touched upon, the treatise as a whole 
may be said to be the most valuable that has yet appeared on the 
subject, and as a compact statement of certain features of staple 
organisation, useful to the student of English economic history. 
The broader treatment of the Merchants of the Staple, their 
trade organisation both in England and on the Continent, and 
the development of the merchant class handling staple com- 
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modities, within as well as without the fold of the Company of 
Staplers, however, still remains to be undertaken. 
N.S. B. Gras 


Social England in the Fifteenth Century. By A. ABRAM. 
(London : G. Routledge and Sons. 1909.) 

THE subject chosen by Miss Abram for the thesis submitted 
for the degree of D.Sc. (Economics) in London is an ambitious 
one, including as it does an examination into the many changes 
of a period of transition from medieval to modern conditions. 
And it is impossible to feel that we are much nearer to a final 
conclusion as to some of the problems which confront the student 
of fifteenth-century history, when we rise from the perusal of a 
book which bears evidence of unwearied industry upon every page. 
Concentration upon one aspect or another might have been 
more productive of fresh contributions to such knowledge as 
we possess of the economic and social life of a difficult period. 
The earlier portion of the volume embodies the conclusions 
of earlier investigators as to the course of financial, industrial, 
agrarian, and commercial changes in England, and to their 
results Miss Abram adds further illustrations drawn from 
the Calendar of French Rolls, the Early Chancery Proceedings, 
and other documents preserved in the Record Office. In estimating 
the effects of these changes upon social life and national character 
the writer draws attention to many interesting facts drawn from 
contemporary sources. Those concerned with such matters as 
the standard of comfort, the labour problem, the industrial position 
of women, the economic position of the Church, and the education 
of children, will find useful material, though their conclusions 
upon these points may sometimes differ from those drawn by Miss 
Abram. Here and there a tendency to generalise upon very 
scanty evidence is noticeable, and the form of the thesis leaves 
something to be desired. The constant mention of authorities in 
the text is not only tedious but quite unnecessary, since adequate 
references are supplied in elaborate footnotes. 

E. A. McARTHUR 


Deutsche Wirthschaftsgeschichte bis zum Schluss der Karolinger- 
periode. Von KARL THEODOR VON INAMA-STERNEGG. Zweite 
verbesserte und vermehrte Auflage. (Leipzig : Duncker und 
Humblot. 1909. Pp. 755. Price 20mks.) 

THE economists of many schools and countries who were 
recently lamenting the loss of Professor von Inama-Sternegg will 
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be glad to learn that he had found time amidst his many activities 
to revise and enlarge the first volume of his history, which, with 
its two hundred pages of additional matter, its ample references 
to original authorities, and its discussion of more recent researches, 
is likely to retain its position as the one accessible and adequate 
account of German scholarship in what is perhaps the most contro- 
versial of its many fields of activity. The first edition of this 
volume in 1879 opened up the way in Germany, as the work of 
Dr. Cunningham was shortly after to do in England, for the 
separate study of economic history as a whole. Since then an 
immense amount of learning has been devoted to the subject, 
and of this a great part--many economists and even some his- 
torians are apt to think a disproportionate part—has been con- 
cerned with the primitive agrarian conditions that form the 
starting-point of our civilisation. The fascination exercised by 
these problems will not be denied by anyone who has approached 
them, and the dissatisfaction of outsiders is mainly due to the 
feeling that the scantiness of the data gives free play to precon- 
ceived ideas, and that thus, through a mistaken notion of the 
causal importance of origins, the exorcised spirit of dogmatism 
re-enters the swept and garnished house of historical science. ‘'T'o 
some extent this reproach is being removed. The lore of the con- 
stitutionalist and the jurist is being balanced by that of the 
archeologist, the anthropologist, the philologist, and the 
geographer. One specialist approaches the early Germans through 
the study of their place names, another through that of their 
geodetic survivals, a third and fourth through the investigation 
of their currencies and their tomb furniture; and each of these 
methods of research tends to supply a basis for new theories as to 
the social origins of modern civilisation. Such a competition of 
origins is healthy and stimulating. As one scholar after another 
succeeds in establishing the importance of the period or the 
institution or the class interest which he champions, whilst none 
succeeds in establishing its all-importance, the social historian 
is confronted with the full height of his task—is compelled to 
enlarge his notion of the secular development, and at the same 
time to recognise that every period has an underived vitality and 
character of its own. 

Although von Inama-Sternegg was by no means wanting in 
this catholicity of spirit, there is no doubt that in this first volume 
his interest was largely centred in an institution and a period 
which he had made peculiarly his own. He had laid the founda- 
tions of his work as an economic historian by a special study of 
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the development of landlordism in the Carolingian period, in 
which he was led to emphasise the primary importance of purely 
economic forces in the formation of feudal institutions. It was 
the pressure of economic needs on a settled and growing popula- 
tion rather than any external force that destroyed the isolated 
self-sufficiency of communities in which the small freeman was 
still the dominating figure. The precaria and the beneficium 
which facilitated the growth of dependent tenures, and the lay 
and ecclesiastical immunities which strengthened the organising 
initiative of landlordship, are primarily to be regarded as the 
instruments of this economic necessity. Setting out from this 
standpoint, von Inama-Sternegg had traced the rapid appropria- 
tion during the eighth and ninth centuries by monastic houses 
and lay magnates of the uncultivated soil that lay between the 
“marks” of the communities, the assignment of it under de- 
pendent tenures, and the reaction of this process on the status 
of free landholding in the communities themselves. 

The account of the economic changes by which the freeman 
was subordinated to a higher social and political structure supplies 
a backbone to the present volume. It has been strengthened by 
the results of more recent research, especially by those embodied 
in the work of Dr. Riibel, whose view that the colonisation of 
the waste was mainly due to the systematic policy of the Frankish 
monarchy has been largely adopted, though it must be added that 
von Inama-Sternegg distinctly rejects Riibel’s attribution of much 
constitutional and social framework (the hundreds, the “‘ Hufen,” 
&c.) to the centralising activities of the same epoch. 

Criticism is not likely to assail the facts that form the basis 
of this account of the Carolingian epoch, but will more probably 
concern itself with their relation to other facts and their pro- 
portionate importance. Even those who think it a sound method 
to give the primacy to economic causes may well doubt whether 
those causes can have operated at so early a period with so little 
friction. The main difficulty of the economic historian is to find 
a formula of development that is slow enough to leave room for 
twenty centuries of progressive civilisation. The growth of land- 
lordism, the displacement of an older by a newer order of nobility, 
of a local economy by a national economy, are phases of develop- 
ment that might be predicated of the eighteenth century, or the 
sixteenth, or the twelfth as well as of the eighth, yet the free 
peasant and the local economy are still far from extinct. We 
need not, therefore, be surprised if one group of scholars (Knapp, 
Wittich) find landlords among the Germans in the earlier cen- 

No. 78—vVOL. XX. T 








266 THE ECONOMIC JOURNAL (JUNE 


turies of our era, whilst others (Caro, Haff) discover an abundance 
of small freemen surviving after the Carolingian Grundherrschaft 
has done its worst. There is room for these facts and many more 
in the history of the first ten centuries A.D.; and the difficulty 
found in reconciling them is created by the attempt to force a 
simple rigid formula on primitive conditions that were at once 
complex, discrete, and continually fluctuating. 

The two chapters on trade, intercourse, and “nationale 
Wertbildung” contain a valuable survey of a field in which 
research has of recent years been busy and fruitful, and are 
based in part, like the agrarian chapters, on special studies of 
the historian’s earlier years. The difficult problem of the early 
German currencies, with its most important bearing on class- 
distinctions as measured by the Wergeld, is here reconsidered in 
the light of the recent contributions to the subject of Professor 
Vinogradoff and Mr. Seebohm, Dr. Heck and Dr. Hilliger. 

GEORGE UNWIN 


Outlines of Economics. (Revised Edition.) By RicHarp T. 
Ezy. (New York; The Macmillan Co. 1909. Pp. xiii+ 
700. Price 8s. 6d. net.) 


THE activity with which the study of Economics is now pursued 
on the other side of the Atlantic is plainly demonstrated by the 
sustained or increasing demand that is felt for systematic text- 
books of the character and quality of the present volume. It is 
a “revised edition” of a manual first issued fifteen years ago; 
and, while the original “plan” is preserved, most of the chapters 
have been “entirely re-written and some new ones have been 
added.” In this work three professors have co-operated with the 
chief author, and Dr. Ely has been assisted by Dr. T. 8. Adams, 
Dr. M. O. Lorenz, and Dr. A. A. Young. 

They have, we think, succeeded in the dual aim which must 
have been set before them—both that of exclusion of the less 
important, and also that of inclusion of the more essential, of the 
recent additions to economic knowledge. As they remark in 
the Preface, there has been in the interval since 1893 ‘“consider- 
able progress in economic discussion”; and in this revision they 
have attempted to “include so much of the new thought as seems 
to have established itself.” The list of authorities appended to 
each chapter, and the useful course of further reading suggested 
at the close of the volume, show that the authors have kept 
abreast of the literature which proceeds in increasing bulk from 
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the printing press every year; and a detailed study of any par- 
ticular section chosen at random would, we are convinced, con- 
firm the favourable impression we have obtained from a rapid 
consultation. We appreciate the skill and judgment with which 
the material available has been examined and appraised, and an 
appropriate employment of it made for the benefit of teacher and 
student alike. 

The general scheme of arrangement commends itself by its 
simplicity. After an Introduction in which, in accordance with 
present tendencies, a fair amount of historical information is intro- 
duced, to exhibit the environment of fact in which theory has 
been evolved in the past and must operate in the present, we 
proceed to the study of “Principles and Problems,” under the 
familiar headings of Consumption, Production, Value and 
Exchange, and Distribution. The “relation of the State to 
industry,” which occupies the final section of this division of the 
book, is a subject presenting a suitable opportunity for the treat- 
ment of such modern topics as transportation and insurance, the 
economic activities of municipalities, and socialism. Book III. 
deals with Public Finance, which has, unfortunately, if not un- 
justifiably, been omitted from some excellent American manuals 
of recent date ; and Book IV. is devoted to the history of economic 
thought. 

A special feature of the treatise is to be found in the questions 
placed at the end of each chapter, and we agree with the authors 
in thinking that they fulfil the promise held out in the Preface, 
of furnishing a searching test of the pains given and the intelli- 
gence applied to the study of the reasoning and exposition on 
which they are set. We can, in fine, bestow no higher or more 
deserved praise upon this text-book than to record our opinion 
that the college and university students, for whom it is intended, 
will derive as much advantage from its repeated use as we know 
that many have done from the EHlementary Principles of 
Economics, published in 1904 under the joint authorship of 
Professors Ely and Wicker. We have always considered that 
little book to be at once the most simple and the most stimulating 
introduction to economic study of which we are aware; and we 
can well believe that, as stated in the Preface to the present 
volume, it should have been employed in a “number of higher 
institutions,” although it was “intended primarily ” for “schools.” 
The manual before us is a “more advanced treatise,’ but it has 
the same characteristics of lucidity and directness, of awakening 
and retaining the interest of the reader. L. L. PRIcE 
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An Elementary Manual of Statistics. By ArtHur L. Bow Ley. 
(London: Macdonald and Evans. 1910. Pp. vi+215.) 


As an elementary guide to the handling of numerical statistics, 
this manual should perform a useful service. It fills a gap which 
was much in need of being filled, and, naturally, encounters the 
ordinary difficulties of the pioneer. That the writing of an 
elementary text-book is a task vastly more difficult than the pre- 
paration of a treatise for advanced students is a commonplace. 
The most admirable elementary manuals are those which have 
undergone repeated revision, and many of the points which invite 
criticism in the volume under consideration are such as are likely 
to undergo modification as opportunity arises—that is to say, 
they are more or less natural defects of a path-breaking text- 
book. Nevertheless, the suggestion that the volume was pre- 
pared, probably from lecture-notes, in some haste, forces itself 
on the reflecting reader of its pages, and the haste is to be 
regretted if it be the true cause of certain defects, small in them- 
selves, but not negligible when considered cumulatively. The 
book being especially intended for beginners, the standards by 
which it must be judged are those that apply to a book for be- 
ginners. In such a book much importance attaches to even minor 
details. 

The teachers who have urged their followers to observe their 
precepts rather than their practice have admitted a well-known 
failing of humanity. In general the precepts laid down in this 
manual are admirable, but the expenditure of sufficient time to 
ensure that they were uniformly observed in the couple of hundred 
pages of the book would have added to its value as a guide for 
beginners. It is an excellent maxim that “the principal cause 
of incorrect use of statistics is want of attention to the definition, 
meaning, and limitation of each estimate quoted” (p. 3). It was 
not without a shock that, a dozen pages later, the statement 
was encountered that “The national expenditure of the United 
Kingdom is about £160,000,000 . . . the total national income 
is estimated at £1,800,000,000” (p. 16). The addition of the 
word “total” to the epithet “national” could hardly be expected 
to alter the connotation so completely as is clearly intended. 
National income means here the aggregate income of the citizens, 
while, two lines earlier, national expenditure refers to the outlay 
of governments—and not all of that, for in the final chapter 
it appears that the net expenditure of the central government 
of the United Kingdom was £132,660,000 in 1908-9, while the 
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part of the expenditure of local governments for which provision 
was made by rates had reached £68,600,000 in 1906-7. Clearly 
attention to the definition of the terms is needed if “national” 
is to be applied to such different conceptions for income and for 
expenditure in the same sentence. 

In the fourth chapter a useful discussion of approximate figures 
and the modes of handling them is undertaken. It is, possibly, 
a matter for consideration whether the beginner in statistics is 
more helped by being introduced to the phraseology and results 
of the mathematical theory of error, or hampered by the sugges- 
tion of the word “error,” that the figures with which he is con- 
cerned are compiled without due regard to accuracy. Uncertainty 
there may be, and it is healthy to recognise it, but it needs some 
training to become accustomed to the term error in this sense, 
and a somewhat less sudden plunge into a sea of “errors” might 
not be without advantage. 

The effect of weighting in the compilation of averages is dis- 
cussed and illustrated, and a useful application, leading up to 
the construction of a general index of the fluctuations of the 
volume of foreign trade, is found in the measurement of the 
progress of the export trade in woollen tissues, where a yard is 
of varying significance according to the class of fabric concerned. 
In accordance with the scheme of the book as an elementary 
manual, the detail of the demonstration that approximate weights 
are quite sufficient for most purposes is omitted, reference to the 
author’s earlier work being made (p. 17) for the theoretic proof 
of this point, and an illustration being given in preference to the 
elaboration of the proof. On p..77, however, the earlier passage 
is referred to thus: “It is shown that they (7.e., the weights) 
need not be taken with great accuracy,” while on p. 131 we find 
the question of weighted averages once more arising in the dis- 
cussion of prices; and the statement in regard to it is: “It was 
stated and partly proved on pp. 18 and 32 above that errors 
involved in such a process tended to neutralise each other.” The 
fluctuation between the view that the proof offered is but partial 
and the view that it is complete would doubtless be eliminated 
by a sufficiently deliberate revision of the text. 

Naturally, a number of points as to which there is room for 
controversy are passed by with the assertion of the view which 
commends itself to the author as most acceptable, as it would 
not be desirable to enter too deeply into the merits of certain 
disputes in an elementary work, and it is equally unnecessary 
to consider the relative merits of the views adopted and of those 
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rejected in a review of such a book. The existence of a convenient 
introduction to statistics may contribute to the creation of such 
an intelligent interest in matters statistical that some of these 
controversies will be substantially advanced towards definite 
solutions instead of remaining subjects which are taken seriously 
only by a few students of abstract theory. 

In the second part of the volume readers are informed of some 
of the principal matters treated in official statistical publications. 
This should prove a most valuable feature of the book, and we 
should not be surprised to find that it is expanded when later 
editions are called for. Among the mass of topics handled and 
illustrated it is difficult to select matters for special notice, and 
we may be excused for pointing out what appear to be two small 
oversights. On p. 163 a table is given in which, among other 
things, the proportions of the trade disputes settled in each year 
in favour of the workpeople or the employers, and of disputes 
not definitely assignable to either of these categories, are stated 
for each year from 1893 to 1906, the spaces for 1907 being blank 
and those for 1908 being filled by the statement, “Not given in 
this form for 1908.” This seems to be an oversight, as both 
the Annual Report and the Labour Abstract for 1907 give the 
figures for that year (as does the more recent issue of the Labour 
Abstract, also for 1908), and the Annual Report for 1908 gives the 
numbers for that year, though it does not reduce them to per- 
centages. 

The second point relates to the subject of shipping entered 
and cleared, discussed on p. 123. The statement that “shipping 
statistics call for little comment except as to the meaning of 
tonnage,” seems to exaggerate the simplicity of the subject. The 
issue of the Annual Statement of Navigation for 1908 contains 
certain figures suggesting a complication the explanation of which 
would fall naturally into the plan of Mr. Bowley’s later chapters. 
The figures in question relate to arrivals at leading ports in the 
United Kingdom, and departures therefrom, of ships engaged 
in foreign trade, and it appears from these figures, as in the case 
of corresponding figures for French shipping, that the record of 
entrances and clearances of shipping at some ports falls con- 
siderably short of covering the entire movement of shipping in 
those ports. As is explained in the return referred to, ships which 
call at several of our ports in the course of a foreign voyage appear 
but once in the record of entrances and clearances, namely, at 
the port where foreign cargo is first discharged or first loaded. 
he entrances and clearances of shipping fail to represent fully 
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the amount of shipping using ports which are largely used by 
vessels as intermediate ports of call, or at which numerous vessels 
terminate a foreign voyage after calling at other home ports en 
route. The right understanding of the shipping statistics needs 
an appreciation of this point. 

It may appear somewhat ungracious to devote most of this 
review to referring to the defects of execution in a book whose 
only predecessors were in foreign languages. Practically all of 
those noticed might have been avoided had the author been able to 
devote more time to looking after the minuter details of the work. 
Were the book not intended for beginners, some of the matters 
mentioned would be of too small importance to call for special 
notice. As already remarked, the most difficult kind of book 
to write is an elementary book, for in such a book general excel- 
lence does less to render minor defects negligible than in works 
intended for the more or less expert. 

A. W. Fux 


Die Reklame. By Dr. Victor Matasa. (Leipzig : Duncker und 
Humblot. 1910. Pp. iv+489. 10 mk.) 


THIs volume may be described as a vindication of the practice 
of advertisement. Taking it for granted that advertising is a 
force which the modern business world cannot dispense with, the 
writer aims at proving that it is, in the main, a useful and whole- 
some force; that its methods are capable of improvement, while 
its faults can in a great measure be remedied. Legislation, com- 
bined action on the part of the advertisers, and a more critical 
attitude on the side of the public can do much to check abuses, 
whose existence the writer does not in any way seek to minimise. 

The aim of production is not attained, writes Dr. Mataja, 
until the commodity reaches the consumer, and the last step in 
this journey is by far the most difficult to accomplish. The 
physical production of goods is child’s play compared with the 
task of their disposal. Hence the value of advertisement, which 
creates a demand and finds the necessary market. On the psycho- 
logical basis of advertisement and the theory underlying its suc- 
cessful working, the author gives us two interesting chapters. 
Another chapter surveys the methods in use with a wealth of fact 
and illustration covering the entire field. The stimulus given 
by advertisement to every branch of production is undeniable, 
nor can we shut our eyes to the fact that advertising creates new 
values. In England it is estimated that 71,000 persons earn 
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their livelihood by the technical processes incidental to the 
practice. There is, further, the value given to hoardings, &c., 
where advertisements are displayed, and there is the subsidy 
given to the daily and periodical Press, which speaks for itself. 
As regards the former, the classic instance is quoted of the West- 
End restaurant which covered the cost of rebuilding its premises 
by the receipts for advertisements displayed on the hoardings 
during the process. 

The question of values immediately raises the further question 
of expense, and the writer admits that the cost of advertisements 
is perhaps their worst sin. This is especially the case with 
luxuries, novelties, patent medicines, &c., where the cost of 
advertising exceeds the cost of production, so that the unfortunate 
purchaser may be paying one-third of the price for the cost of 
production and two-thirds for the privilege of being persuaded 
to buy. But on the whole experience tends to show that advertis- 
ing does not raise the price of a commodity—at any rate, the 
firms that advertise largely do not sell dearer on that account. 
The cost of advertising is not borne by the advertiser, since his 
profits are increased ; it is not borne by the consumer, since the 
price of the article which he buys does not rise. The only person, 
therefore, left to bear the cost is the unenterprising competitor 
who does not advertise. 

That advertisements often mislead—that worthless articles 
are frequently boomed at the expense of a gullible public, and 
that the Press is in danger of being tyrannised by the advertiser— 
Dr. Mataja does not attempt to deny. But he holds that these 
abuses are accidental, and are, as a matter of fact, prejudicial 
to the advertiser himself. He cites the example of an American 
paper, The Delineator, which decided to reject the advertisements 
of patent medicines, beauty specialists and so forth, that had 
hitherto appeared in its columns. The immediate result was the 
offer of genuine, good-class advertisements in much larger number 
than the displaced quackeries. The same profitable course is open 
to every paper of repute, which would find that it has much 
to gain and nothing to lose by purifying its advertisement 
columns. Further, even the most persistent booming will not 
secure a permanent place in the market for worthless goods. An 
article may be bought once because it is widely advertised—it will 
be bought always only on its proved merits. 

On the subject of competitive advertising the writer has many 
sound things to say, but comes to no definite conclusion. It has 
been objected that the puffing of, say, a variety of soaps will 
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not really induce people to buy more soap; at the most it will 
persuade them to buy A’s soap rather than B’s—a result which 
may be a matter of complete indifference, economically, to the 
public. This, Dr. Mataja points out, leaves out of account the 
elasticity of the market and the educative possibilities of adver- 
tisement. But when all has been said, it is difficult to forecast 
the future of advertisement, and the exhaustive study of the 
subject which has furnished the writer with the material for this 
volume, leads him to conclude that the economic effects of the 
practice are not exactly measurable, and that its powers have 
not been fathomed by modern industry. 
H. REINHERZ 


The Economics of Railway Transport. By S. C. WILLIAMS. 
(Macmillan and Co. Pp. 308. Price 3s. 6d.) 


It was with a feeling of real pleasure that we read this book, 
for it is the exception, and not the rule, for a useful addition 
to the literature on railway economics to come from the pen of 
an Englishman. Even so, we have ‘o confess that Mr. Williams 
has gained his knowledge and experience of railway matters on 
an Indian railway, so English railwaymen cannot claim him as 
one of themselves. 

Mr. Williams used as the basis of his book a short course 
of lectures given at Cambridge in the early part of last year, 
and this fact is traceable in many parts of the book. The course 
was clearly too short to permit of the ground being properly 
covered, and the same may be said of the book. Mr. Williams 
has attempted to do far too much in too small a space. With a 
fifth of the book devoted to an historical survey and general 
economic analysis of railway transport, there remain but 250 
small pages of large type, and in these the attempt has been 
made to deal with the economics of the production, distribution, 
and consumption of railway transport. The inevitable result is 
that, just as Mr. Williams gets the reader interested in a point, 
he switches him off on to the next. This is very much to be 
regretted, as Mr. Williams is clearly an able writer, widely read, 
and well versed in his subject. 

In spite of this fundamental defect the volume is full of 
suggestion. An excellent example is found in the discussion of 
the economy of large train-loads. Mr. Williams gives excellent 
reasons for his view that, apart from differences due to physical 
characteristics of railways, large trains are to be considered in 
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conjunction with the distance traffic travels. A train which would 
be a large train in England and represent the maximum for 
economical working, would be a small train for America where 
the haul is four or five times as great. This certainly suggests a 
field for investigation. What is the economical size of a train 
with a given length of haul? 

In dealing with the commercial side of railways, Mr. Williams 
has an interesting chapter on passenger fares. This is note- 
worthy not only for its intrinsic merit, but also because most 
writers on railway economics dismiss the matter in a footnote or 
some equally brief manner. Attention may also be directed to the 
discussion of the special characteristics of railway competition. 
It is clear that some interests must suffer where competition exists. 
It is not, however, equally clear that preference should always 
be given to consumers rather than producers, as Mr. Williams 
contends. However, all will agree with the final conclusion— 
that as the State claims a greater share in the control and manage- 
ment of railways, there is need for a governing body which will 
formulate and pursue a definite policy. 

There are sundry minor blemishes which should be removed 
before a second edition of the book appears. Thus “barime” has 
been printed for “baréme,” and ‘“‘economics” for “economies” in 
another place. The index is inadequate. 

W. T. STEPHENSON 


Europe’s Optical Illusion. By NorMAN ANGELL. (London: 
Simpkin, Marshall. Pp. 126.) 


Mr. ANGELL has cleverly put together a superficial syllogism. 
According to him, the sole purpose of the State is to enable the 
citizen to get a “decent livelihood.” This is the major premise. 
The minor premise is that the State’s power of giving its in- 
dividual citizens a chance of getting a decent livelihood cannot 
possibly be diminished by defeat nor increased by success in war. 
Therefore war is absurd, and will disappear so soon as men can 
get rid of the optical illusion that war can in any circumstances 
bring material advantages to the victor. Neither the major nor 
the minor premise will bear serious examination. Mr. Angell’s 
seventh chapter, devoted to showing that the British Colonies 
are substantially foreign nations, and that Great Britain gets less 
advantage from them than if they were in every sense foreign 
nations, is better worth reading than the rest of his volume, 
because it raises questions difficult to be answered by those whose 
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conception of the value of what is called the Empire is material 
and mechanical. It may help them to consider whether a nation 


is based upon “duties” or duty. 
SPENSER WILKINSON 


Malthus. By Acuitue Loria. (Numero VI. degli Profili: 
pubblicazione periodica, editor Professor A. F. Formaggini, 
Modena. 1909. Pp. 85. Price 1 lira.) 


In this dainty little volume Professor Loria writes in his 
lighter vein. His sketch embraces in short space almost every 
aspect of his subject, and is pleasant to read. Like Iago, he 
is nothing if not critical. Malthus on the whole is more praised 
than blamed ; but the blame is severe. Malthus, he says, treated 
his chief problem as biological, whereas it is really economic 
(p. 31). “It is the proportion not between population and the 
means of subsistence, but between population and productive 
capital, that determines the degree of prosperity which a popula- 
tion enjoys ” (p. 37). Malthus does not see that it is even theoreti- 
cally impossible for his arithmetical increase of food and 
geometrical of population to proceed together beyond the third 
place in the series (p. 28). He sees only the sinister side of his 
own doctrine (p. 40), Ricardo being wiser (p. 42). His essay 
was not strictly economic at all, but sociological or philosophical 
(p. 57). Yet he made the subject so truly his own that the world 
lost not a little when he was made a Professor of Political 
Economy, and was thereby forced to talk and write on subjects 
which he never really mastered (pp. 60, 78). Darwin and Marx 
were more fortunate ; they never held a chair (pp. 79, 80.) When 
all is said, the theory of Malthus has “a serious and unalterable 
pedagogic value”; it is a warning against real dangers (p. 56) ; 
and the private character of the man was consistent, unselfish, 
and in every way admirable (pp. 81, 82). 

In regard to more than one of the criticisms of the essay, it 
might perhaps be shown that they disregard the text of the essay 
itself. The ratios (whatever we may think of their fitness as a 
metaphor) were meant to describe tendencies, not to convey a 
prediction. The stimulus to activity, which is the other side 
to the sinister one, is rather exaggerated than under-valued by 
Malthus even in the first essay of 1798. 

Our author himself is a brilliant proof that the effects of 
elevation to a Professor’s Chair are not necessarily fatal to con- 
centrated study ; and we need not mourn over Malthus “grinding 
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“in Gaza at the mill with slaves.” Beyond this one sinister 
aspect, if it indeed be so, there is not much that is dismal in 
Professor Loria’s biographical picture. One touch is new: “He 
is often winner in the boat-races on the Thames” (é ad un tempo 
rematore infaticabile, e riporta non di rado la palma nelle gare del 
Tamigi, p. 81). It rests on good authority that he once caught a 
cold from canoeing on the Cam and being upset there; but 
Ricardo is bantering when he expects to see his friend “a candi- 
date for the annual wherry” (letter to Malthus, Sept. 21st, 
1819). On similar evidence Falstaff was declared by a German 
commentator to have robbed the Exchequer with the assistance 


of Prince Henry. 
J. Bonar 


The Working Faith of the Social Reformer. By Henry JONES. 
(London : Macmillan and Co. Pp. 305. Price 7s. 6d. net.) 


PROFESSOR JONES thinks that one of the deepest needs of our 
time is a science of social life. The people lack the way rather 
than the will towards social reform. There exists a widespread 
stable faith in the order of nature, but belief in the social and 
moral order is weak and nervous, though religion and poetry 
proclaim it. The way is long from the inspired insight of the 
poet to the reasoned conviction of the philosopher. And the road 
is difficult by reason of the multiplicity of the objects upon it 
and their ever-changing character. Do not the vast compass and 
infinite variety of modern life make a science of such life im- 
possible? But can we give up the attempt? It is the nature of 
mind to organise its material into a systematic unity. Society 
which is the product of reason is, therefore, the exhibition of 
the nature of reason, and is, therefore, rational. Science, art, 
and human action are the spiritual revelation of the rational 
principle in virtue of which the world subsists. Recent attempts 
to discover the laws of this self-manifestation of reason in society 
have failed because of the use of unsuitable categories. The social 
sciences have been the playground of analogies borrowed from 
physics and biology. Man never knows how metaphorical he is ! 
This abuse of physical and mechanical metaphors has led to 
insoluble statements of the problems of law and freedom, character 
and environment, socialism and individualism. The right 
category to use is spirit or self-consciousness, and the indispensable 
preliminary to any science of society is an analysis of self- 
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consciousness. Subject and object are present within it from the 
beginning. The relation of man and his world is that of mutual 
inclusion. On this view character and environment are two 
names for the same thing. When the character is formed, that 
is, when the self has internalised its environment, attempts to 
reform it fail ; for a vitiated character turns all opportunities into 
its own substance. On the other hand, the power of society over 
unformed childhood is indefinitely great. ‘Wherever the obliga- 
tions of the parents are easily loosened the conditions are already 
so bad that it is time for the State to interfere on behalf of its 
coming citizens.” 

This rapid summary will suffice to indicate the way along 
which Professor Jones thinks a science of society should be 
sought. It is the way of a thoroughgoing Idealism which holds, 
not only that the real world is ideal, but also that the ideal world 
is real. He tells us nothing about the Dyaks of Borneo and the 
Aztecs of Mexico. These are taken for granted in the all- 
embracing hypothesis that the complete rationality of the universe 
will be revealed at the end of its development rather than at its 
beginning. ‘Two charges have commonly been brought against 
Idealism: its excessive subjectivity and scorn for “despicable 
actualities,” and its pure formalism which has sometimes led to 
its identification with Quietism. The special value of the work 
before us is the way in which it confronts these charges, first, by 
tracing the twofold movement of spirit—the union and concurrent 
realisation of self and not self, of the good that is personal with 
the good that is common; and secondly, by applying Idealism to 
concrete issues of our time: to the rights of property, to tariff 
reform, and to socialism. 

The economic view of society, the author urges, is inadequate. 
The altruistic reference is present but it is indirect. In a purely 
economic state neighbours would tolerate one another, but each 
would find his end in himself. But property is not a mere material 
fact, and a right to it is an essentially social matter. It is “a 
station and its duties.” The more moralised the individual, the 
more socialised is his will; the more developed the State the more 
independent its members. The State and the individual grow 
together. The coming of socialism is the coming of individualism. 
The State is a moral agent and the supreme aim of the reformer 
must be to moralise our social relations as they stand, and make 
every industry a school of virtue. “Our Trade our Politics” is a 


fundamentally immoral maxim. Protection and Retaliation are 
“‘methods of barbarism” hindering the realisation of a good for 
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‘each that is a good for all. Protection “would put a strain upon 
the private morality and the political honour of British citizens, 
and upon the rectitude of their representatives, from which we 
have all inherited the right to be free.” 

Hegel once warned philosophers against seeking to be edifying. 
Professor Jones may not have aimed at edification, but his book 
is full of kindling thought expressed in memorable phrase, and 
with many a humorous sally at the Pragmatist. This is not the 
place to discuss the author’s metaphysics. He is concerned 
with society as a system of moral personalities, rather than with 
society as a system of services rendered in the making and spend- 
ing of incomes. The economist has claims to be heard in the 
formulation of any science of social life, but the last word must 
be with the philosopher. And the philosopher in this book appeals 
to the citizens to spiritualise their business and their politics. 
This is his solution of the social problem. Did we but honour 
man and reverence the State, then the secularities of trade and 
commerce would be transfigured, and the evils of sweating and 
boy labour, casual labour and unemployment, would be overcome, 
for, with Kant, we should respect men as persons, and, with 
Burke, we should care for the wounds of the State as for a father’s. 

THOMAS JONES 


People’s Banks. A Record of Social and Economic Success. By 
Henry W. Wotrr. Third Edition, newly revised and 
enlarged. (London: P. S. King and Son. 1910. Pp. 582. 
6s. net.) 


Mr. WotrFr’s third edition is practically a new book: and 
this fact reflects the persistent growth, extensive and intensive, 
of co-operative credit over nearly the whole of Western 
Europe, with the notable exception of our laggard England. 
Since, however, the recent Small Holdings Act contemplates 
inter alia the formation of credit banks, and since there is now 
before the House of Lords Lord Shaftesbury’s Bill for promoting 
thrift and credit banks, the question can no longer remain one 
of academic interest only for English readers. Mr. Wolff’s book 
is a piece of first-hand scholarship, but he happily refers in the 
course of his descriptions to practices which England would do 
well to follow and mistakes which she must avoid. With legiti- 
mate pride, the author is able in this edition of his work to refer 
to the establishment of co-operative banks in certain parts of 
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the world (in particular in Quebec, Canada) as the direct outcome 
of the earlier edition. How few, alas! can say any such thing 
of their own economic output. 

Banking, however, cannot be understood without careful 
examination ; and co-operative banking is particularly liable to 
be misunderstood. The essentials of the co-operative bank may 
be said to be three: the credit-users are the members of the 
bank ; the credit given is chiefly personal, in the sense of being 
credit to a member who is guaranteed explicitly by one or two 
other members; this credit is intended primarily, but not 
exclusively, for comparatively small men.  lBearing these 
essentials in mind, the reader will be able to follow the author 
through the labyrinth of countries and statistics and forms of 
institution. Two great types of genuinely co-operative banks will 
then be seen to emerge—the one suited particularly to artisans, 
shopkeepers and big farmers, the other suited only to small agri- 
culturists ; the one operating by the methods of short loan, current 
account and bills of exchange, the other confined mainly to simple 
loans (longer in duration, but repaid by punctual instalments), 
and adventuring only at its peril into the separate domain of 
mortgage credit; the one usually named a “ Schulze-Delitzsch ” 
bank, the other still more usually a “ Raiffeisen bank,” after the 
German prototypes. Mr. Wolff, however, insists on the import- 
ant point that different countries can adapt these types to their 
own peculiar conditions. Thus Italy has quite rightly abandoned 
unlimited liability in its Banche popolart, founded by the Hon. 
L. Luzzatti, Prime Minister of Italy, to whom this book is dedi- 
cated; and Schulze-Delitzsch’s banks themselves, with his own 
ultimate sanction, have in some cases with perfect propriety done 
the same thing. For the Raiffeisen bank unlimited liability is 
more important, since they have no share capital to speak of ; 
but even with limited liability such banks might be reproduced 
in England, provided they were of parish area, in the main self- 
supporting, and wholly self-managed. 

Governments, especially our own Treasury (to judge from 
the severe raps administered from time to time by the author to 
this august body), are usually fairly slow in taking up new ideas ; 
but they are also wonderfully impatient of results when they do 
set about the work of social reform. Therefore it is that some, 
if not most, of the Governments of Europe, in their zeal for 
agriculture and the middle class, have, by excessive presents or 
free loans of money, given an unhealthy stimulus to the co- 
operative movement. This book proves conclusively by examples 
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taken from country after country how this pernicious procedure 
warps the co-operative spirit and, in fact, defeats its own object : 
witness in particular the State-fed caisses attached to the French 
syndicats ; the moneys poured through the ordinary banks of 
South Italy in the vain hope of rivalling the genuine village 
banks of the North; the earlier comptoirs agricoles of Belgium 
and its National Savings Bank, which is: now (as is also the 
soundly organised Co-operative State Bank of Prussia) wisely 
encouraging the unions of co-operative banks themselves to find 
their own deposits and manage their own central banking ; and 
finally the quite silly grants showered on groups of Dutch banks 
which already have a plethora of funds. Much of this assistance 
is not merely wasteful; it positively checks the growth of local 
deposits and the willingness to borrow. 

Let it not be supposed for a moment that Mr. Wolff is a 
narrow individualist. He recognises the need for State help 
of a certain kind—in particular the need of instruction, frequently 
also of assistance in inspection, and occasionally of initial grants 
in exceptional cases, as in the poor congested areas of Ireland 
or in some of the Slav districts of Austria and Russia, or in 
British India, with its backward population. The recent develop- 
ments in Hungary and India constitute perhaps the most impor- 
tant new matter in the book. In Hungary the leading figure has 
been Count Karolyi, the founder of the National Central Credit 
Institution, for which the bulk of the money is provided by a 
number of territorial magnates. This is not full co-operation, but, 
as Mr. Wolff justly remarks : “Hungary is a backward country, 
and probably no other scheme would have proved effective at the 
time” (p. 248). In India, State aid in the sense of careful 
organisation by the Registrars has also been necessary ; but one 
reads with pride in Chapter XVII. (pp. 514-544), on India, how 
well the officials have adapted credit banks to the needs of their 
particular districts, how they have made the repayment of loans 
independent of the tax-collector, and have begun to entice into the 
banks some of the famed hidden hoards of native India. It would 
seem, indeed, that Englishmen can administer other countries 
better than their own. We equipped South America with electric 
services, while our own municipalities clung to horses and gas. 
We have pioneered co-operation over India, while neglecting 
our own countryside and hindering our organisers with Treasury 
red tape and official misrepresentation in Parliament. 

But, it may be objected, has the author really proved that 
England is in need of this co-operative credit? He has, fully 

















1910} GOBBI: LE SOCIETA DI MUTUO SOCCORSO 281 


and indubitably. He shows how the amalgamation of banks in 
the United Kingdom is in danger of starving small provincial 
men—and only ingenious evolutionists imagine that the small 
man has no place in modern industry—how Scotch cash credit, 
personal credit with non-co-operative management, made in- 
dustrial Scotland, and how its loss may help to unmake it. He 
indicates, too, in agriculture how small holdings, if they are given 
a decent chance and a favourable environment, repay landlords 
by better rents and the nation by finer men. ‘There is,” he 
writes (p. 62), “scarcely an agent who does not admit that in 
these trying times small farms and small holdings pay out and 
out best.” And to the agricultural expert we would ourselves 
remark: While prizing as before the stock of our wealthy 
graziers, would you not be wise to attach also just a little value 
to the creation of a sturdy peasantry? But if small holdings, not 
merely the statutory holdings of the recent Act, but the much 
more numerous, spontaneous holdings scattered over the country, 
are to succeed, they must have ample facilities for legitimate 
credit. The joint-stock banks seem to think this kind of business 
too much trouble, although they are probably willing to co-operate 
with local village banks. Credit with dealers (not so much in Eng- 
land with professional usurers as with firms in the ordinary course 
of business) is expensive and demoralising to the recipients. Why 
not, therefore, give the co-operative village bank a decent intelli- 
gent trial? It is uniformly successful abroad, when administered 
on a business-like footing. Englishmen in other lands have 
proved its use for the inhabitants there. May we suggest that 
English readers of this book can pay Mr. Wolff no greater tribute 
than studying it with a view to helping forward the establishment 
of co-operative banks in their own district, no matter whether the 
district be urban or rural. 

Both English and foreign students have written about 
co-operative credit. It will be found in general that where these 
works, in whatever language, differ from that of Mr. Wolff, the 
latter is the more correct. C. R. Fay 


Le societa di mutuo soccorso. ULIssE GOBBI. 2nd Edition. 
(Milano. 1909.) 


THE second edition of this work was welcomed by the studious 
public with lively satisfaction. The book offers, co-ordinated in a 
synthesis of rare profundity and lucidity, the results of the expert 
knowledge of the author on a subject of great importance to 
modern economic and social life. 
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The author considers in the first chapter the economic char- 
acteristics of mutual aid societies (societaé di mutuo soccorso), and 
seeks above all to define them exactly in relation to their funda- 
mental functions, assurance and co-operation, by illustrating 
elaborately their work in each of these directions in the light of 
the theoretical principles regulating undertakings of the two types. 
There follows an exhaustive analysis of the legal nature of the 
Italian mutual societies (sodalizi mutualistici), the various groups 
of which are reviewed in detail : societies founded under the law 
of Aprii 15th, 1886, or having received recognition by royal decree 
(not more than 23°7 per cent. of the whole—i.e., 1,506 out of 
6,535); mutual aid societies founded as mutual assurance asso- 
ciations ; mutual aid societies founded as co-operative companies 
(societ’ anonime co-operative) ; mutual aid societies recognised as 
benevolent institutions; mutual aid societies not legally consti- 
tuted. An examination of the various classes to which the author 
thus reduces the great multiplicity of types belonging to this 
species of institution leads up to a skilful treatment of the great 
variety of problems, as often legal as economic, which are con- 
nected with their organisation and work. Points which seem to 
us important are, amongst others, the exposition of the character 
of societies recognised as such, within the meaning of Section 
1637 of the Civil Code; the observations respecting the practical 
advantages of the various kinds of institutions in particular cases, 
and those relative to the legal position of benefit institutions 
(casse di soccorso) or provident funds (fondi di previdenza), re- 
sembling in so many respects the mutual aid societies. 

From this extensive analysis there appear at once the omissions 
and defects in Italian legislation on the subject and the need for 
amendment. “The law of 1886, although most liberal, is never- 
theless regarded with mistrust by the working classes, whilst 
others who would readily accept it, such as employees and clerks, 
cannot take advantage of it. Recognition by royal decree is 
nothing but a licence granted by the public administration, and 
the rareness of the cases in which such recognition has been 
procured suffices to show how it fails to meet general exigencies. 
The other forms of legal constitution can only be adapted with 
difficulty to the needs of mutual aid societies, whilst sometimes, 
according to authoritative opinions, it would not even be possible 
to adopt them. To exist without being legally constituted, which 
is the course resorted to by the majority of societies, is not un- 
attended by inconveniences and in many cases even serious risks.” 
The author accordingly recommends reform with the object of 
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preparing mutual aid societies to act as organs for compulsory 
assurance against sickness; he expounds the principles of this 
reform, and enters upon a succinct comparative examination of 
the French, English, Swiss, German, and Austrian arrangements 
in this matter. 

After having, in two further chapters, exhausted the legal 
part of the subject with an examination of the various systems 
and the numerous problems, both practical and theoretical, arising 
from the constitution, organisation, and administration of mutual 
aid societies, Signor Gobbi enters into a field of more specially 
economic interest, and proceeds to discuss the financial arrange- 
ments of such bodies and to make a very clever inquiry into the 
elements of the cost of each class of benefit and charge. The 
technical and book-keeping principles derived from these con- 
siderations are co-ordinated step by step into a logical and har- 
monious whole, giving rise to the conception of a model society 
deduced from the experience of unsystematic attempts, and based 
upon a rigorously mathematical and scientific system. 

The last chapter brings us to the evolution to which mutual 
benefit systems (mutualismo) are subject at the present time, to 
the points of contact with the numerous institutions and under- 
takings of a different type, which aim at the moral and material 
improvement of the working classes. 

If account is taken of the objects of mutual aid societies, it 
is clear that they are affected by benevolent institutions, by 
savings banks, and by other assurance institutions having a 
similar end in view. Considered as organisations for the benefit 
especially of the working classes, they come into contact with 
other forms of co-operation and ‘with associations for the protec- 
tion of trade interests. The author illustrates with great abund- 
ance of original observations the nature and scope of the relations 
of every kind which thus enter in as connecting tendencies, and 
he shows how it would be possible for a more rational organisa- 
tion of such undertakings, promoted and favoured by a prudent 
intervention of the law, to augment, in the interests of collective 
institutions, the material and moral return obtained by efforts, 
now in part badly distributed and divergent. The foreign reader 
will appreciate especially these very pleasing conclusions—theories 
the application of which transcends the scope of problems relating 
to Italian mutualismo in particular, but which enhance the import- 
ance of a book, valuable for the practical information it contains, 
and at the same time truly remarkable for the nobility of its 


scientific purpose. G. Prato 
U2 








NOTES AND MEMORANDA 


APPLICATIONS OF PROBABILITIES TO KCONOMICS 


* PROBABILITY, in that general sense in which it has been called 
the guide of life, is of wider application to Political Economy than 
dogmatic theorists imagine. Of this extensive field one corner 
only is here explored, namely, that species of Probability which 
is amenable to methematical theory. The calculus of Proba- 
bilities and the principles of Economics may seem, indeed, quite 
distinct branches of knowledge. Yet I submit that they have a 
root in common. The theory of Probabilities lends to Economics, 
as to other sciences, certain premisses which are evidenced, 
neither by pure intuition, nor by formal induction, but by general 
impressions, and what may be called mathematical common 
sense. Of this character is “the assumption that any probability- 
constant about which we know nothing in particular is as likely 
to have one value as another””—an assumption made by Laplace 
and endorsed by Pearson.’ This so-called @ priori probability is 
employed in the theory of measurement, not only with respect 
to probability-constants, but also for the determination of other 
kinds of constants. The coefficients which characterise curves 
and surfaces and analytical functions corresponding to these 
geometrical forms, are presumed, in the absence of evidence to 
the contrary, not to have extreme values, not to be enormously 
great or indefinitely small. For where the possible values range 
over a certain tract with some approach to equality of distribu- 
tion, it may be presumed that they do not often occur at the 
limits of that tract. The curves with which we have to deal in 
practice do not abound in singularities. The increment of a 
function corresponding to an increment of the independent vari- 
able is not commonly immense. There usually holds good, or is 
tenable as a working hypothesis, the fundamental principle that 
of interdependent variable quantities an increment of one is at- 


1 Pearson, Grammar of Science, Second Edition, p. 146, 
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tended with a (simply) proportional increment of the other; 
throughout a tract of sensible extent.? 

“Commonly ” and “usually” may seem strange terms to occur 
in a mathematical proposition. But I submit that the conception 
is required by mathematicians. Thus Hamilton, in explaining the 
definition of “differentials” (with reference to his own original 
calculus) has to employ the phrase “‘in all ordinary cases.” * The 
following is a typical extract from Laplace.* It relates to the 
problem of correcting an “element [quantity under measure- 
ment] already approximately determined, by means of numerous 
observations each of which represents, or purports to be equal 
to, a known function of the element. 

““If we substitute in that function instead of the element its 
[known] approximate value plus the correction [called] 2; then 
develop the function in ascending powers of z,4 and neglect the 
square of z [and higher powers thereof], the function will assume 
the form h+pz [where h and p are constants] .” 

Now, of course, it may happen that the coefficient p is 
enormously great, and so the proposed simplification will not be 
available. Laplace, however, in the above cited and many 
other passages, tacitly assumes that this will not happen. 

The sort of continuity which must be postulated for practical 
purposes is not of exactly the ideal continuity about the definition 
of which mathematicians dispute. A broken line, or succession 
of dots, may often be treated as if continuous. In Probabilities 
curves of “error,” or “facility,” are to be conceived, I hold, as 
series of discrete points. In Physics the received molecular 
theory seems to require a similar conception. Thus Clerk 
Maxwell, with reference to Atoms :— 

“The principle of continuity, which is the basis of the method 
of fluxions and the whole of modern mathematics, may be applied 
to the analysis of problems connected with material bodies by assum- 
ing them, for the purpose of this analysis, to be homogeneous. . . 
Thus if a railway contractor has to make a tunnel through a hill 
of gravel, and if one cubic yard of gravel is so like another cubic 


1 Beyond a certain tract—a certain amount of change in one of the quantities, 
considered as the independent variable—it may be expected that the proportion 
itself changes, yet not per saltum; it being assumed, when nothing is known to the 


d 
contrary, that 4 as well as a is not immense. In short the Taylorian expansion 


in ascending powers is presumed to hold good for two or three terms at least. 
Much use will be made of this presumption in the sequel of this paper. 

2 Quaternions, Joly’s edition, Vol. I., p. 432. 

3 Théorie Analytique des Probabilities, Liv. II., ch. IV., §20. 

4 So I freely translate ‘‘en réduisant en série par rapport a 2,” 
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yard that for the purposes of the contract they may be taken as 
equivalent, then in estimating the work required to remove the 
gravel from the tunnel he may, without fear of error, make his 
calculations as if the gravel was a continuous substance. But if 
a@ worm has to make his way through the gravel, it makes the 
greatest difference to him whether he tries to push right against 
a piece of gravel, or direct his course through one of the intervals 
between the pieces; to him, therefore, the gravel is by no means a 
homogeneous and continuous substance.’! 

I cannot pretend to give an adequate exposition of the philo- 
sophy which underlies the science of Mathematical Physics. But 
if there is a part of that mysterious substructure which at all 
corresponds to the description above given, then it cannot be 
considered as paradoxical that a less exact science should rest 
in part upon similarly inexact axioms. 

I submit, therefore, that in Economics we must sometimes 
be content with premisses not better evidenced than those which 
have been above attributed to Physics. For example, Professor 
Pigou, reasoning about the incidence of a differential duty on 
foreign wheat, very properly begins :—“Presuming, as in the 
absence of knowledge is reasonable, that the elasticity of pro- 
duction is the same at home and abroad.” ? If any one specially 
conversant with the trade in wheat is able to correct this 
presumption, that does not prove Professor Pigou wrong in 
making it, or in adhering to it until more exact information is 
forthcoming. In this world it is often necessary to act though we 
know only in part. Thus M. Colson, for the important purpose 
of estimating the utility of a “public work,’ prescribes that, 
adopting a mean value [en moyenne], in the absence of more 
exact data, we may evaluate the benefit per unit of new traffic,” ° 
by a formula which amounts to this, as I understand. Whereas 
we know nothing of a certain curve, bounding an area which 
is to be measured, except that the curve joins two given points 
and that it slopes continually downwards. Under these circum- 
stances we may, for the purpose of the measurement, put for 
the curve the right line joining the given points.> Of course this 


1 Article on Atoms, Encyclopedia Britannica, ed. 9, Vol. III., p. 38. 

2 Cp Economic Journat, Vol. XIX., p. 105. 

3 Cours d’Economie Politique, Liv. VI., p. 203. 

4 By which condition an indefinitely large divergence of the curve from the line is 
excluded. 

5 In Professor Marshall’s construction—more familiar to English readers than M. 
Colson’s (cp. Economic JouRNAL, Vol. XIX. (1810), p. 58)—the sought measure is the 
mixtilinear figure bounded by the horizontal line representing the increase of traffic, 
the vertical line representing the decrease of price and the demand curve; the area 
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kind of d priori presumption is liable to be superseded by specific 
evidence as to the shape of the curve ; for instance, if there were 
sometimes ground for supposing it to be convex, as was, in fact, 
suggested by M. Colson’s distinguished predecessor, Dupuit.! 
There is required, I think, in a case of this sort, in order to 
override the a priori probability, either very definite specific 
evidence, or the consensus of high authorities. 

Another application .of d@ priori Probabilities to economic 
curves is made by M. Colson with reference to the probability 
of neutral equilibrium between demand and supply ; the supposi- 
tion that the equation of demand and supply “might be equally 
satisfied by every numerical rate which could be supposed,” in the 
phrase of J. S. Mill. Mill has entertained this conception in 
that central part of his chapter on International Value which 
has seemed to many the least satisfactory part of the chapter and 
of the whole work.? Of this sort of neutral equilibrium M. 
Colson says * :— 

“A coincidence such that two functions should preserve the same 
value, for all values of the variable extending over an interval not 
indefinitely small presents a degree of improbability which is equiva- 
lent to a mathematical impossibility.” 

Another example of d priori probability is the presumption, 
in the absence of evidence to the contrary, that demand (and 
supply) curves will not be of an extreme and limiting form—not 
very rigid or very inelastic. | Unfortified by a general pre- 
sumption of this sort, we are apt too easily to let pass arguments 
which take for granted that the demand for some article under 
consideration, for instance, house-accommodation, is perfectly 
inelastic.* 

The issue whether an economic curve slopes rapidly or gently 
is distinct from the question at what degree of minuteness 
the continuity of the curve breaks down; what is the 
minimum divisible of currency, the minimum vendibile of 
PRA in Professor Marshall’s fig. 10, Principles of Economics, Book III., ch. VI., § 8, 
ed. 4) corresponding to an increase of output from OM to OH; an area like 
BB’b”, in the diagram representing M. Colson’s conception in the review just now 
mentioned. 

1 Annales des Ponts et Chaussées, 1844, Vol. 2, p. 367. 

2 It is criticised by Professor Marshall in his unpublished papers on Foreign 
Trade (the papers referred to in the Preface to his Principles), by Professor Bastable in 
his International Trade, p. 11, ed. 3, and by the present writer in the Economic 
JournaL, Vol. IV. (1894), p. 611. 

3 Cours d’ Economie Politique, Liv. I., p. 1, with reference to the supply of and 
demand for work : not referring particularly to Mill. 

* See on this point Economic JourNAL, Vol. X., pp. 187-9, and Vol. XX., p. 244 
(the present number). 
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“commodity. Thus the question whether there would be a 
great increase in the consumption of alcoholic liquors, if the 
heavy taxes now imposed on them were removed, is not much 
affected by the circumstance that the retail price of a pot of 
beer can only decrease (say) by a halfpenny at a time. That 
comparatively trifling circumstance may often be abstracted by 
the theoretical economist. He cannot always be adjusting his 
speculative instruments to the two scales of magnitude distin- 
guished in Maxwell’s parable of the gravel hill. He may 
permissibly devote himself to the difficult calculations proper to 
the contractor, while he leaves to his critics the easy task of 
making allowances for the idiosyncrasies of the worm. 

Referring for further observations on d priori Probability to 
former publications,’ I now go on to consider more closely two 
examples-—or sets of examples—the first already introduced to 
readers of the EcoNoMIc JOURNAL, the second new. 


I. For the purpose of securing attention to the obscure subject 
of this study, it happens, fortunately, that the subject bears 
upon Professor Seligman’s deservedly popular treatise on 
Shifting and Incidence of Taxation. Many of the criticisms with 
which Professor Seligman has honoured my observations on the 
theory of taxation in a régime of monopoly, turn upon the ques- 
tion whether the assumptions above described are legitimate. 

The suggested difficulties about my use of the term “in 
general,” as applicable to the case of continuity, and of 
“friction” in the contrary case,? may, I hope, be removed—or 
at least reduced to questions of terminology—by the explanation 
above given. Continuity of the rough sort which characterises 
curves in Physics and Probabilities, may be properly, or at least 
intelligibly, described as “general” in Economics, affording as 
it does a first approximation beyond which it is frequently un- 
necessary to proceed. 

Professor Seligman still continues (in his third edition) to ask : 

“Ts it fair to assume that a small change of price is ‘ more 
general’ than a great one? And would Professor Edgeworth’s 
elaborate formule all hold good if the change of price were sub- 
stantial? ” 3 

To which I reply, as I have already replied (to the second 
edition) :— 

“Certainly, the formule hold good for substantial changes of 

1 See Economic Journat, Vol. XVII., p. 227, and references there given. 


2 Shifting and Incidence, third edition, p. 345. 
§ Shifting and Incidence, third edition, p. 345; second edition, p, 276. 
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price as long as the conditions of a maximum continue to be fulfilled, 
that is, presumably for some finite distance. . . . Because the mathe- 
matical investigation advances by tentative steps it is not precluded 
from going in the direction of the rise of price as far as any other 
method [can go safely].” } 

Cournot’s method of short steps is the only (tolerably) safe one ; 
Professor Seligman’s giant steps over the space of a quarter of a 
dollar in his favourite illustration,? may terminate in a precipice. 
It is true that not even Cournot’s method is perfectly safe. Pure 
Mathematics—exclusive of applied Probabilities—can only guar- 
antee the safety of a single step; or not even that in case of 
a singularity occurring at the point (of the demand curve) with 
which we are concerned. In order to obtain a practical conclu- 
sion the Calculus of Probabilities must be grafted on the Differ- 
ential Calculus,* as I have elsewhere explained. 

Had Professor Seligman entertained the, I think, received 
assumptions as to the curves employed in applied Mathematics, 
he would have prevented some misunderstanding of his doctrine 
as to the relation of elasticity to taxation in a régime of 
monopoly. Professor Seligman had said (in his first edition) :— 

“The greater the elasticity of demand the more favourable— 
other things being equal—will be the position of the consumer.” 4 
This proposition I very naturally understood to imply that if 
in the long run of general practice we could distinguish those 
cases in which the elasticity of the demand curve was particularly 
great, we should find that the liability of the consumer to suffer 
by taxation (in a régime of monopoly) was particularly small. 
I not only disputed this thesis, but the method of proving it, 
which seemed to me to consist in the observation of examples 
not taken at random, but selected as having an attribute favour- 
able to the thesis. It was Voltaire, I think, who said that you 
could kill a flock of sheep with incantations—if accompanied by 
arsenic. Now it seemed to me that Professor Seligman, while 
professing to observe the effects of “incantations,” had taken 
care that “arsenic” should be present in each instance. But on 
considering his amplified statement (in the third edition) I am 
led to believe that I was mistaken ; that he meant “arsenic” all 
the time-—though he said “incantation.” I surmise that, instead 


1 Economic JournAL, Vol. IX. (1899), pp. 308, 309, and context. 

2 Cited below, p. 292. 

% Economic JougNaL, Vol. XVIII. (1908), p. 399. 

4 Shifting and Incidence, ed. 1, p. 191; quoted by me in the Economic 
JournaL, Vol. IX., p. 303; amplified by the author in his third edition, p. 345, 

> Economic JousBnat (loc. cit.), p. 304, 
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of the false thesis above cited, there was intended the true 
thesis which is obtained by substituting in that statement for 
“elasticity of demand,” increment of that elasticity. Or rather 
we ought to put as that quantity of which the thesis affirms that 
the greater the said quantity the more favourable will be the 
position of the consumer, the following, or some equivalent co- 
efficient ; the increment, with the increase of price, of the decre- 
ment-of-demand-corresponding-to-increment-of-price.!_ For there 
now comes into view a distinction which might be safely 
ignored so long as we were concerned only with a single point 
on the demand curve (a point which might, however, be treated 
as representative of the neighbouring tract, in virtue of the prin- 
ciple just now explained). The distinction which now arises is 
between elasticity in the proper sense of the term as defined 
by Professor Marshall,? and elasticity in a popular sense, pre- 
sumably the coefficient above defined ; or more simply, the slope 
of the demand curve. The complications connected with the 
use of elasticity proper were evaded in my former paper,’ as they 
will be in the present paper, by the device of (in effect) taking 
as the unit of commodity and price respectively the values which 
render the monopolist’s revenue a maximum. For the slope 
and the elasticity of the curve then coincide. But when we 
pass from the attribute itself to the increment thereof, a choice 
between the two meanings must be made. There can be little 

1 The phrase made up of words connected by hyphens is used to denote the 
positive quantity [- F'(p)], if with Cournot we put F(p) to denote the amount 
demanded at the price p. We might, of course, equally well—pace Professor 
Seligman—designate this coefficient as the increment-of-demand-corresponding-to- 
decrement-of-price. The increment of this coefficient with the increment of price is 
the greater the smaller that F’’(p) is ; since by an increment of price, Ap, [— F’(p)] 
becomes [ - F’(p)- ApF’(p)]. But the smaller that F”(p) is the less (other things, 


and in particular ¥”(p), being the same) is the increase of price due to a small increase 
of cost of production or taxation, say r per unit of commodity. For by Cournot’s 


ae . : : F'(p) 
theory (Principes Mathématiques, ch. V., § 31) that increase is + ._, s 
aii ” an 29'(p)+pF"(p)’ 
which may be written r i _. ; where the denominator is necessarily 


2 - F'(p)|- pF"(p) 

positive. The smaller that F”(p) is, the greater is the denominator of the above 
fraction ; and, therefore, the smaller the fraction itself, the less the rise of price in 
consequence of the tax; in accordance with the thesis enunciated in the text. 
(It may be well to warn the reader that “smaller,” as here applied to ”(p), means 
that this quantity is less, account being taken of its sign. When, as frequently, 
F"(p) is negative, its value is less the greater its absolute quantity is—as a man 
is poorer, the greater his debt is.) 

2 Principles of Economics, Book III., ch. 1V. Compare Palgrave’s Dictionary : 
article on “ Elasticity” (by the present writer). 

3 See Economic Journat, Vol. IX., p. 291, and below, p. 301 note. In the sequel 
we shall have to do with cases in which the elasticity proper is (at assigned points) 
the same for demand curves with different slopes. 
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doubt, I think, but that our author would choose the popular 
sense. An intelligible and true meaning can thus be assigned 
to his statements : 

“Demand is said to be more elastic when each successive increase 
of price leads to a greater falling off in demand.” ! 

** After the point of maximum monopoly revenue has been reached, 
the more elastic the demand the smaller will be the proportion of 
the tax that he [the monopolist] is apt to shift to the consumer.” ? 

It will be apparent that it is impossible even to enunciate the 
writer’s thesis without the use of the methods which he 
contemns. The above interpretation is put forward with diffi- 
dence as it is perfectly consistent with the sort of continuous- 
ness which I have all along postulated for demand curves. 
Professor Seligman seems to call for a “Deus ex machina” 
where no “dignus vindice nodus” occurs, if my interpretation 
of his thesis is correct. But the absence from his view of the 
matter of those conceptions and presumptions which are the 
subject of this paper is, I fear, fatal to our mutual under- 
standing.® 

I take to myself blame for the misunderstanding that has 
occurred, so far as it may have been aggravated by my neglecting 
to point out the distinction between increment of slope and 
increment of elasticity proper. But we are not now concerned 
with ordinary negligence. Such human error is to the defect 
which we are now considering as ordinary mistakes in spelling 
are to those which are perpetrated by a type-writing machine. 
The latter exhibit a want of that minimum of orthography which 
is common to articulate men. A similar absence of conceptions 
and presumptions present to -the general mind seems to be 
evinced by our author’s persistent use of a certain demand- 


1 Shifting and Incidence, third edition, p. 346. 

2 Loe. cit., p. 345; more explicit than the corresponding passages in the second 
edition (p. 277). 

% The following quotation, with the comment thereon, may illustrate our mutual 
inaccessibility. ‘‘ My assumption,” says Professor Seligman, “is that of a demand 
which becomes more or less elastic after the point of maximum monopoly revenue 
has been reached. Professor Edgeworth’s assumption is that of # demand which is 
more or less elastic from the outset, before, as well as after this point.””1 Upon 
which I remark: (1) I can accept the assumption which Professor Seligman takes to 
himself if, as is natural to interpret, it involves no more than the usual presumptions 
= where 
dp” 

p is the price and x the quantity demanded at the price) both vary gradually. And 
(2) I cannot accept the assumption attributed to myself if,as is natural to interpret, 
it involves something more than those usual presumptions. 


that the slope of a curve and the increment to the slope (say =, and 
4 





' Shifting and Incidence, p. 347. Note par. 1, 
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schedule, with wide intervals between the entries. I once more 
reproduce in a variant form this scheme of data.! 


Proressor SELIGMAN’s Data. 


Priceing ... ... 4 5 5} 54 52 6 

Amount demanded. 1200 1000 900 825 750 700 
Gross receipts... 4800 5000 4725 4537°5 4312°5 4200 
Net receipts A... 2400 3000 2925 2887°5 2812°5 2800 
Net receipts B_... 2100 2750 2700 2681°25 2625 2625 


Net receipts A are based on a cost of two dollars per unit of product, without tax. 
Net receipts B are based on the same cost, together with a tax of a quarter of 
a dollar per unit of product. 


Now if it is merely meant that the transaction is of such a 
kind that differences of price less than a quarter of a dollar can- 
not be taken into account, cadit questio. I have fully admitted 
that reasoning based on ordinary degrees of continuity does not 
apply to this particular case.2. If my critic meant no more than 
this, he would hardly have repeated (in his new edition) his 
schedules and arguments. It is incredible, too, that he should 
regard an exception of this kind as a refutation of Cournot’s 
theory of taxation in a régime of monopoly. One might as well 
pretend to have damaged the Ricardian theory of taxation in 
a régime of competition by adducing the well-known little fact 
that, in the words of a distinguished Chancellor of the Ex- 
chequer,® a very small additional duty “can hardly fall on the 
individual consumer of a glass of spirits or a pot of beer.” 
Besides, if this had been our author’s meaning, why keep to 
such wide intervals of price as a quarter of a dollar? 

Upon whatever principle constructed, this schedule may be 
likened to a net with meshes so wide as to lose half the catch. 
To remedy this defect we might fill up the vacant spaces with a 
finer reticulation. This will be effected if we put a continuous 
curve through six points representing the specified amounts of 
commodity corresponding to the several prices; an appropriate 
form being assigned to the curve, and the constants being then 
calculated from the data. Or, as it is rather a troublesome 
matter to construct such a curve,‘ it must suffice to construct 

1 See Shifting and Incidence, third ed., pp. 343, 344 ; second ed., pp. 275, 276 ; and 
compare Economic Journal, Vol. IX., pp. 307, 308. 

2 Loc. ctt., p. 307. 3 Vernon Harcourt, Budget Speech, 1894. 

4 I had made some progress in constructing a rational integer function of the 
fifth degree passing through six points representing Professor Seligman’s data, by 
Lagrange’s method of interpolation, when I saw reason for apprehending that, though 
the data are quite fair and typical of a demand curve, the curve thus constructed 
might not fulfil the main condition of a demand curve, that its slope should be 
continually negative. The incident illustrates the necessity of choosing a proper 
form for « function—as Professor Pearson advises—before going on to calculate the 
coefficients, 
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a continuous curve complying with the parts of the data which 
are essential to the argument. 
Here is a particularly simple curve of the sort :— 


x = 900+ 2007 53-y; 


where z denotes the quantity of commodity demanded at any 
price y. Here, in accordance with the data, x=1000 when y=5; 
and =900 when y=5}. Also zy is, as it ought to be, a 
maximum when y =5 ; as is proved by general reasoning,’ and may 
be verified by actually trying values of y in the neighbourhood 
of 5, e.9.,4°9 and 5'1. 

Now let us suppose, with Professor Seligman,’ that the cost 
of production—the tax imposed by the nature of things—is $2 
per unit of commodity. The quantity to be maximised by the 
monopolist is then z(y-2). And we cannot suppose with Pro- 
fessor Seligman that the price continues to be $5;% unless, 
indeed, it is postulated—a postulate surely not of general validity 
and one to which Professor Seligman has not called special 
attention—that the monopolist cannot charge a price intermediate 
between a dollar and a quarter of a dollar. If the formula which 
we have assigned for the demand curve were perfectly exact, the 
phenomenon perfectly continuous, the price would now theoreti- 
cally be 51439 (nearly) ; that being the value of y which renders 
the above expression a maximum.‘ The actual price will be an 
approximation to this ideal limit. If the price can be graduated 
to a cent, the monopolist will charge, in addition to the original 
5 dollars, 14 or 15 cents; whichever of the two makes the net 
proceeds greater.° If, in addition to nature’s tax of 2 dollars per 
piece (for cost of production), there is imposed an ordinary tax 
of a quarter-dollar per piece, the principle is just the same. We 
have now to find y so that x(y - 2}) should be a maximum. The 
value of y which fulfils this condition is found to be 


1 When y=5, iv = 0, while Ft <0. 


2 Loe, cit., p. 343. 

8 Loc. cit. ‘* He will always prefer the price $5.”” Compare the ‘net receipts 
A” in our Table, embodying Professor Seligman’s data. 

4 We have now to determine y the equation : 


ly — 2)(1000 + 200 ./53 — y) =0. 
Whence : 
a 100 
1000 -+ 200 =r ——— (g—2)=—0. 
V5E-Y Jia mad 


Reducing, we obtain a quadratic equation of which the only available root (the other 
root being negative) is 5:14889. ... 
5 The integer preferred is not necessarily the one nearest to the theoretical price. 
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51583. . Accordingly, the monopolist will charge an addi- 
tional 15 or 16 cents, whichever makes the net proceeds greater 
(no doubt here the latter). 

If half-dimes are the lowest admissible denomination, he will 
charge either 5 dollars and 3 half-dimes, or 5 dollars and 
4 half-dimes; if dimes are the lowest denomination, either 
5 dollars and 1 dime or 5 dollars and 2 dimes; if quarter- 
dollars are the lowest admissible denomination, the monopolist 
will charge either 5 dollars, or 5 dollars and 1 quarter-dollar 
—in each case adopting that alternative which makes the net 
proceeds a maximum. The last case might be designated by 
the proposition for which Professor Seligman contends, 
namely, that “the monopolist will continue to find his greatest 
profit in continuing to charge the original price”; if we could 
suppose that an able controversialist in a considered rejoinder 
would reaffirm as decisive in his own favour a proposition under- 
stood by himself and intended to be interpreted in exactly that 
qualified sense in which it had been explicitly affirmed by the 
other party to the controversy.” 

The simple curve which has been adduced is sufficient for 
the purpose of showing the various results of a tax—all compre- 
hended under one simple law—according as different degrees of 
continuity prevail. But the illustration is suitable only for taxes 
of a limited magnitude, as the curve stops short at the price 5}. 
Here is a more appropriate, though less easily manageable, repre- 
sentation of the proposed law of demand :— 

x = 842265 + 246°227 (5°26289 — y)* 
Here, as before, when y=5, x=1000 (approximately); when 
y=5;, «=900; and zy is a maximum when y=5.3 Moreover 


1 This value is found from a quadratic equation by reasoning of a parity with 
that employed in the preceding note. It may be well to remind the reader that the 
reasoning and conclusion are similar in the case of an (ad valorem) tax on gross 
receipts, ! as distinguished from a (specific) tax on gross product. Suppose that an 
ad valorem tax of 5 per cent. is imposed on the gross receipts. The amount which the 
monopolist will now seek to maximise is ae ~ a= (9 - 2st) 3 an expression of 
the same form as that which it was proposed to maximise in the case of a specific 
tax. 
2 See Economic JOURNAL, p. 307, where, quoting the proposition again quoted here, 
Tadd ‘ He will” [continue to ‘‘ charge the original price ”] “ if he can only alter the 
price per saltwm by leaps of } dollar. . . . If the monopolist can adopt an inter- 
mediate price between $5 and $5}, I submit that he will tend theoretically to do 
so....” This proposition is entirely in accord with the explanation which has 
been given by Professor Jannacone (referred to by Professor Seligman) in his 
‘ Questione Controverse,” first published in the Riforma Sociale, xii. (1902). 


3 When y=5, ev =0, TY <0, 
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now when y is greater than 5} (as well as less than 5), a series of 
values of x are presented not very different from and ocrresponding 
in their general trend to Professor Seligman’s data, and equally 
favourable to his thesis. ‘Thus when the price, y=4, I find! that 
the amount demanded, 2, is now=1108°4 (instead of 1200); and 
when y=6, «=619°8 (instead of 700). Now let us introduce the 
cost of production, $2 per unit piece ; and as before we can prove 
by general reasoning and verify by actual trial that a price inter- 
mediate between 5 and 5}-—namely, about 5°13—affords the 
maximum monopoly revenue. Additions to the tax may be 
exemplified as before, but now on a larger scale. 

But, indeed, it is not necessary for the purpose of rendering 
our author’s data typical to adapt thereto an analytical expression, 
a curve defined by an equation. It suffices to draw with a free 
hand.a continuous curve passing through points which repre- 
sent the data as to price and corresponding demand. Or let us 
take the series of points each of which have for abscissa 
(measured on the axis OX) the amount of commodity put 
by the monopolist on the market, and for ordinate that 
amount multiplied by the price at which that amount is 
demanded. We may then have a curve in its general shape 
resembling that in the accompanying diagram ; which is copied 
from an illustration which I employed in a former paper.? 











A P’ 2 c 


The revenue which the monopolist seeks to maximise was there 
compared to the height which a prisoner confined in a narrow 
vaulted cell seeks to maximise, namely, the vertical distance 
from the crown of his head to the sole of his foot. That position 
of greatest comfort is defined by the point P, while the floor OX 
is horizontal (in the absence of taxation, including cost of produc- 
tion). But when (corresponding to the introduction of a tax) the 
floor is tilted up into the position OX’, then the position of greatest 
comfort recedes from P to P’ (the amount put on the market 
diminishes). 


1 With the aid of logarithms. 
2 Economic JournaL, Vol. VIII. (1898), p. 236. 
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I proceed now to enlarge the cell of the prisoner in order to 
illustrate a theorem to which Professor Seligman has not, I 
think, done justice. While he expends labour in proving what 
comes to nothing but the obvious and admitted fact that when 
the law of demand is sensibly discontinuous, there may occur a 
suspension pro tanto of the general rule that taxation is attended 
with an increase of price; he passes by slightingly, and fails to 
see the significance of the theorem that, even though the law of 
demand be perfectly continuous, taxation in a régime of monopoly, 
may not only not injure, but actually benefit the monopolist’s 
customers—in the case of articles which are to some extent 
substitutes for each other, such as first-class and third-class 
accommodation on a railway journey. Reverting to the parable 
of the prisoner in the cell, we have now to regard the area bounded 
by the curve AB’BC in the diagram as the section no longer of 
a narrow cell, but of a vaulted curve which extends far into a 
third dimension perpendicular to the plane of the paper. Let 
the reader hold the page before him with its plane perpendicular 
to that of the table ; and let him measure, in a direction from him, 
along a new axis Y, perpendicular to the plane of the page and 
parallel to that of the table,’ a length y representing the amount 
of a second commodity, say third-class accommodation. Let the 
amounts of the two commodities (first-class and third-class accom- 
modation) be initially 7 (=OP) and yo; and after the imposition 
of a tax 2; (=OP’) and y,;. Then 2, is less than 2. But what about 
yi? For all we know the output of the second quantity also may 
be diminished in consequence of the tax on the first commodity. 
But this is the less probable alternative; as I have argued from 
an inspection of the symbols employed.? In the case of this the 
less probable alternative, the phenomenon now in question, the 
fall of both prices, cannot possibly occur. But in the more prob- 
able case of y; being greater than Yo (ye greater than y,, and so 
on, throughout a tract of sensible magnitude), the concurrent 
fall of prices may quite possibly occur—however ridiculous it 
may appear to careless thinkers who transfer to a régime of 
monopoly the maxims proper to the classical régime of com- 
petition. It all depends on the value of certain coefficients which 
determine the change in prices. The values of these constants 

1 A line parallel to the vertical PB in the diagram may be taken for the axis of 
Z, on which is measured the amount of the monopolist’s net revenue corresponding 
to assigned outputs, a and y, of the two commodities. 


2 Teoria pura del Monopolio, Giornale degli Economisti, 1897. 
3 Tf not self-evident, this proposition may be deduced from the formule (mutatis 


mutandis) in the Note at the end of this paper. 
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which are favourable to the double event are not, I think, 4 
priori, extremely improbable. The conditions which they must 
fulfil! are not excessively exacting. Here is an example which 
does not strike one as specially unlikely. The number of first-class 
passengers (per day, week, or other unit of time) being 7, and the 
number of third-class passengers being y, the fares in pounds 
sterling, p; and pp respectively, are connected by the equations : * 


P= =11| (00,000) a 2(ro0100) s\ancnal 


rl -H ach Slaton) 
30 15 200,000 * 30\200,000 100,000 

The form of these equations is the simplest consistent with (1) 
the hypothesis that the demand for one commodity is diminished 
by the possession and consumption of a certain amount of the 
other commodity, and (2) the presumption that a demand curve 
is not a right line. As the form of the functions presented is 
ordinary so the values of the coefficients do not appear outré. 
And yet a tax on first-class tickets will cause both fares to drop. 
To show this let us begin with the simple supposition that 
cost of production (the working expenses assignable to the vary- 
ing numbers of passengers) may be left out of account. Then the 
revenue which the company, acting as a monopolist, seeks to 
render a maximum, is @p;+ype. If p and pe. are connected 
with z and y in the manner supposed, this expression will be a 
maximum, when z=100,000 y=200,000; that is, when 
pi=£l1, pe=} £1 (=10s.); as is proved by general reasoning,‘ and 
1 The conditions are investigated in the Note at the end of this section. Fora 


popular statement of the rationale of the phenomenon see Economic JOURNAL, 
Vol. VII. (1897), p. 231, and Vol. IX. (1899), p. 288. 


2 The reader may be advised to substitute (as in the final Note below) for 160 060 
: y ‘ 
the new variable x, and for 300,000 the new variable y. 

% Unless there occurred the term involving x squared, the demand curve for 2, 
which represents the amount of x varying with the price thereof while the amount 
of y is kept constant, and the corresponding demand curve for y, would degrade 
to a right line. 


4 Substituting x for and y for , and putting V = 100,000 xp, + 





100. 000 700 000 
200,000 y p, we have for the conditions that V should be a maximum, the two 


(simultaneous) equations : 
34 e-6 dV 
5° 6x - (= = )= 


- 44, 4 1,0 _ 5*(= iy) =° 


0 i’ * i “5 
(together with three inequations—relating to the second term of variation), The 
two equations (and the three inequations) are satisfied by the system of values x=1, 
y=1. Whence x=100,000, y=200,000, p,=1, p,=4. 
No. 78.—voL. xx. x 
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may be verified by actual trial! of values 2 and y in the neigh- 
bourhood of 100,000 and 200,000 respectively (corresponding to 
values of p; and p, in the neighbourhood of £1 and 10s. respec- 
tively). 

Now let a tax of 2s. per ticket be imposed on first-class pas- 
sengers. It will then pay the monopolist company to lower 
first-class fares by about 23d. and second-class fares by about 
33d.2_ For at these new prices the numbers of passengers will be 
about 96,713 first-class and about 214,518 second-class.’ It follows 
that the gross receipts will be diminished by a matter of some 
£150. But the net receipts will be greater; for though £150 
or even £153, has been lost, there has been saved £328 14s., the 
tax which the monopolist would have had to pay on the 3,287 
first-class passengers who have dropped out. There is thus a net 
saving of about £175. 

It is no serious objection that the transaction instanced, 
passenger fares, is of a kind which does not admit (like some 
wholesale transactions) of making prices in fractions less than 
the lowest coin in currency ; that a mite ($d.), and even a farthing, 
can hardly figure in passenger fares. In such a case, as above 
fully explained, the monopolist will fix that integer number 
of the lowest available units (say half-pence)—in the neighbour- 
hood of what we called the “theoretical price”—which affords 
the maximum revenue. The degree of fineness to which the 
currency is graduated is a matter of quite secondary interest in 
relation to a theorem of the kind which we are now considering. 

So far we have made abstraction of cost of production. But 
it may easily be shown that to take it into account is not fatal 
to the possibility of both prices falling in consequence of a tax. 
Consider any case of the kind hitherto considered—where there 
is no cost of production—in which the conditions are favourable 


1 An example occurs in the next paragraph. 

2 These prices were suggested by the values obtained from the generalisation of 
Cournot’s formula for the change of price (and quantity) due to a tax on a 
monopolised article. That formula is but a first approximation to the variation 
that is most advantageous for the monopolist ; and in the case before us, where the 
variation is considerable, proves misleading. A better example would have been 
formed by a lower rate of taxation. For further reference to the example see the 
final Nore. 

3 As appears by substituting these values for x and y in the above-written 
expressions for p, and pp. 

496,713 x 2374d. + 107,259 x 2 x 116°625d. = £199,847 3s. 5d.; less by 
£152 16s. 7d. than the gross receipts prior to the change of prices, namely, £200,000. 
But I would not guarantee the accuracy of the last digits in the numbers of the 
passengers after the change. It is accurate enough to say that the loss (on the 
gross proceeds) will be about £150, 
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to the occurrence of the double event. In such a case it may be 
presumed, by d@ priort Probability, that as the tax is increased 
from zero up to some finite amount, say t, the monopolist will 
continue to subtract more and more from both prices. | Now 
suppose that a part, say half of t, is not an ordinary tax, but 
that loss of gross receipts which the niggardliness of nature 
imposes, namely, cost of production. The consequence of 
imposing a tax (in the ordinary sense) of 4 ¢ per unit (in 
addition to nature’s tax of 3 t) will be, under the circumstances, 
to lower both prices.? 

The improbability of the event in question is, I grant, very 
considerable; but it is not enormous, does not amount to 
practical impossibility. ‘The improbability is not even very con- 
siderable, I think, if the paradoxical characteristic, benefit to 
consumers (in consequence of a tax), is defined so as to 
include, besides the case of both prices falling, the case in which, 
though one price rises, the “consumers’ surplus” is not as usual 
impaired, but, on the contrary, increased.? To secure this result 
only one condition 3—not as before, two—must be fulfilled. If 
Ap, and Ape are the increments of the respective prices consequent 
on an increment of taxation, it is now postulated—not that both 
Ap, and Ap, should be negative—but only that x/Ap,+y’Ap, (where 
x’ and y’ are the respective outputs—prior to the tax) should be 
negative. 

The theory in this more general form may seem open to the 
sarcasm which Professor Seligman directs against the primary 
form of the theory : that it “will surely be a grateful boon to the 
perplexed and weary secretaries of the treasury and ministers of 
finance throughout the world.”’* The suggested discrepancy 
between common sense and mathematical inference may seem 
really to be made out when it is inferred that benefit to the 
consumers as @ whole is not a very improbable consequence of a 
tax. But the appearance of absurdity is obtained by looking 
only at one aspect of the theory. We have so far confined our- 


1 Compare Economic JouRNAL, Vol. IX. (1899), p. 292 last par. and p. 293. 

2 Professor Seligman’s words (employed in another connection) ‘‘the more 
favourable .. . will be the situation of the consumer” (Shifting and Incidence, 
second edition, p. 191, quoted in the Economic Journal, Vol. IX., p. 303) seem 
well adapted to describe the increase of Consumers’ Surplus ; and I had supposed 
that the words might bear this meaning. But I now find (Shifting and Incidence, 
third edition, p, 348) that Professor Seligman repudiates this interpretation ; and I 
apologise for having supposed that he might have entertained an appropriate 
conception. 

3 In the symbols employed in the Note at the end of this section the single 
condition is w,(¢, + p)<2p(e,+p). 

4 Shifting and Incidence, third edition, p. 214. 


x2 
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selves to the case in which the output of the untaxed commodity 
is increased in consequence of the tax. But, if the alternative 
—quite possible, though @ priori less probable—case occurs, then 
the consumer will be damnified in consequence of the tax to an 
extent beyond what might be supposed. Professor Seligman 
might with almost equal plausibility have suggested as the out- 
come of the theory that—whereas it is natural to suppose that 
the displacement of first-class passengers by the tax will swell the 
numbers of the second-class—the theory implies that the accom- 
modation of both kinds will be restricted with, of course, con- 
siderable rise of prices. The “boon” to weary financiers might 
now be represented as the lesson that it is inexpedient to tax the 
more expensive species of a commodity, as the consumption of 
the less expensive species will thereby be restricted to a greater 
extent than might be supposed. 

But in truth the boon which the theory confers is not a definite 
rule, but the warning to distrust rules transposed from the 
régime of competition to that of monopoly.' 

I hope to adduce, under head II., an example of @ priori 
Probability more directly applicable to practice. 


Notz.—On the probability of a tax on one of two articles which are partially 
substitutes for each other producing a fall in the prices of both articles ; 
in a régime of monopoly. ; 

Let us begin with the simplest species of correlated demand, that in which 
the relation between the increment of the price of one commodity and the 
increment of the amount in hand of the other commodity is uniform: namely 
a constant ratio. This occurs when the total Utility, say U, derived by the 
consumer from assigned amounts, say « and y, of each commodity is of the 
form 

F(x) + F,(y) — rey ; 

where 7 is a constant, here positive. Then the prices, p,, p,, at which the 

amounts x and y will be purchased must be such that U—p,x—p.y is a 

maximum (see Economic Journal, Vol. IX., 1899, p. 290, and Giornale degli 

Economisti, 1897, there referred to). From this maximum condition are 

obtained the two equations : 

P=F (x) -1y, Pp=F (x) - re; 
and the three inequations : 
F,"(x)<0, Fy"(y)<0, F,"(@)F,"(y) >r?. 

Two more equations, and three more inequations, are furnished from the 
condition that the monopolist’s revenue, say V, should be a maximum, namely, 

dV _y qv _o. 
dz 'dy ’ 
ey 

dx* dy? dx* dy? /\dady 

1 Even the terms proper to the régime of competition are to be transplanted with 
caution ; and I agree with Professor Jannacone (‘‘ Questione Controverse,” Riforma 
Sociale, Vol. XII.) as to the infelicity of the term Shifting applied to taxation under 
the régime of monopoly. 
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These conditions may be expressed in a more convenient form by putting 
x=s yor where 2’ and y’ are the values of the variables for which the 


monopolist’s revenue is a maximum. Let p be the price of the first commodity 
when 2’ is the unit; and likewise p, of the second commodity when y’ is the 
unit. Let p,’ be the value of p,, p,’ of p., when x=1, y=1; and let 
r= 4/p;'p.'p. We may then write the first two equations thus: 


(1) pi:=pi[f,(x)-p Pay); (2) po=ps'[ f(x) — p a/ Pix]; 
a Pe 
where p, f,(x)=F;'(z), and f,(x) —p n/Pay=t, when x=1, y=1, and the like is 
1 


true of the second equation. Now put F,"(x’)= — p,’e,, F,"(y') = -- py’e,, and we 
have 
(8) «,>0; (4) «,>0; (5) €¢,>p*%. 

To simplify the remaining conditions let us begin with the supposition that 
cost of production need not be taken into account. Then the monopolist’s 
revenue takes the form xp,+yp.; and in order that it should be a maximum, 
there must be satisfied by the values x=1, y=1 the two equations 


dp, dps _ 9, dp, , dp, _ 
Patz ty Pat Vay +a =(, 


6) 1-«,- a/Pi=0: (7) 1-e«,- Pr — 
(6) 17P P: 2 e/2 


Let us at first make the simple supposition that p,'=p,’=, say, p’; the 
investigation pursuing, as if were, a narrow path between two broad tracts of 
possible relations between the two constants. Then conditions (6) and (7) 
reduce to a single equation 1—«—p=0 (where e=e,=¢,). Substituting in con- 
dition (5) the value thus obtained for e in terms of p, we have 

(1—p)*?>p?; 1-2p>0; a 


Next, putting, for [ oy =z, —p’o,, and for 


Lastly (since, on the suppositions which have been made, =. = reduces 
; adyly=y 


Whence 





axe eV Ezz , —p’@,; we have 


to —p’p) we have (10) ,, —4p%(say 2)>0. 

The conditions which have been formulated may be described as general, 
implied in the construction, whether a rise or a fall of one or of both commodi- 
ties, in consequence of a tax on one of them, may occur. There are still required 
two special conditions in order to secure that the increments of the two prices, 
say Ap, and Ap., consequent on a small (or “incipient ’’) tax, say r (see as 
to the smallness the text above, and Economic JournaL, Vol. XVIII., there 
referred to), on the first commodity should both be negative. These conditions 
are 


aP1 4 dp, aps, dp, . 
= dad ait = i? ae 


where Ax and Ay are the increments in the amounts of the commodities con- 
sequent on the tax. These increments are obtainable (by a generalisation of 
Cournot’s theory respecting the incidence of a tax on a single monopolised 
article) from the simultaneous equations: 

— @, Ax — 2pAy =r; 

— 2pAx — w, Ay =0. 
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Whence 
ee T E if 
Ax= g%23 4y= +5". 


We have now to substitute these values of Ax and Ay in the two special 
inequations, which may be written 
—€,Ax —pAy<0, 
—pAx —eAy<0 
(where e,=e,=e). Making the substitutions we obtain the two special 
conditions : 
(i) e@y<2p?, 
(ii) poy<e2p; or wa<2e. 

These conditions taken with the preceding are not very exacting. If p were 
in the neighbourhood of 4, all the conditions might be satisfied by values of «, 
and @, in the neighbourhood of unity, which may be considered a probable and 
typical value for such constants, However, p must be supposed at some dis- 
tance below 4, that value being its extreme limit. For example, put p=}. 
Then e=1—p=%. Therefore w,(by Condition i)<#%+%<}. Say a, is 4, the 
other special Condition (ii) is then fulfilled. All the general conditions, too, 
will be fulfilled if w, is negative, except Condition (10) ; and in order that Condi- 
tion (10) should be satisfied it suffices that o,>$+j>38 Again, let p=2, 
e=%. Conditions (i) and (ii) are satisfied by #,=4. Condition (10) will be 
satisfied if wo, >48. 

It is quite easy to find very simple functions, e.g., algebraic integer rational 
expressions (quantics) of the second degree which comply with assigned 
values of the constants p (involving «), and any admissible values of ,, w,. Put 

Pi=P'(a,— Bx - yx? — 2py) 5 
P2=P (a2 — Bry — yay? — 2px). 

Then if any positive value less than 4 is assigned to p and accordingly a 
value greater than 4 assigned to e, we obtain four linear equations connecting 
the constants with e(=«,=€,), , #,; the values of x and y being each unity. 
Also a—fB,—y,—2p=1, a,—B,—y2—-2p=1. We have thus six simple equations 
to determine the six coefficients a,, 8,, y, a2) Bos Y»- 

For example, let us suppose that, as in the penultimate paragraph, p=} 
(and accordingly «=%), o,=}, and—keeping clear of the limiting value 1/— 
,=3. These data are embodied in the (compound) law of demand: 

Pi=P'(§+x—§x?—- dy), 

P2=P'(34 — fy +379" — 3%). 
If a small tax is imposed on the first commodity, it will be the interest of the 
monopolist to lower both prices. 

In order that the phenomenon may not only exist but also be of practical 
significance, it ought to hold good for taxes of some magnitude. But the bare 
fulfilment of the necessary conditions will only secure the required effect for a 
first step, for a tax that is literally ‘“ incipient” (cf. above, p. 289, par. 2, and 
reference). For if 2 (=@,,—p*) the expression for the denominator in the 
values for Ax and Ay due to a tax, r (per unit of the first commodity), is very 
small, then it may be expected, on the principle of & priori probabilities, that 
in the expansion of V, the monopolist’s revenue considered as a function of x 
and y, in ascending powers of Ax and Ay, the third term of variation 
will soon gain on the second in such wise that the second ceases to be 
as it ought to be, negatwe. Thus, even in the example just given, though Q is 
not very small, namely, }-4=4}, x and y have not far to travel from the 
point at which V is a maximum (x=1, y=1) before the second term of 
variation, viz., 
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(Tax? - pdxdy +—; at dy “), 


ceases to be negative for all (indefinitely small) ue of dx and dy. In fact, 
the surface V, concave at the point x=1, y=1, very soon becomes convex, 
and soon presents a point at which the distance measured vertically between 
the plane floor and the vaulted ceiling according to the theory (above, p. 296) 
is not, as it ought to be, a maximum, but a minimum! To verify this incident, 
which is proved by an examination of the third term of the expansion of V, 
I have solved the simultaneous equations : 


f+ 9x- gx? 3y(=12V)—0 


pdx 
ft-dy+ yt #e(=5,5")= 

Eliminating y, I find a biquadratic equation for x; of which one root is as it 
ought to be wnity. Dividing the biquadratic by x -1, I obtain a cubic equation, 
of which the only available root is 0°9861, corresponding to y=1'06. And 
before this minimum point has been reached, the surface has lost its 
necessary concavity. Accordingly, attending to the relation between r and 
Ax, we cannot reckon upon the effect in question being produced by a tax as 
high as two per cent. The example in the text (p. 298) is constructed so as to 
pene this limitation ; #, being there as large as 5}, and accordingly (#,=4, 

=), 2=$2. Accordingly, a tax up to a higher percentage will reduce both 
a. 

By taking the constants properly we can obtain exemplifications of the 
phenomenon on a larger scale. But it’ may be well to remind the reader that the 
simple form of function which we have chosen is not well adapted to represent 
very great changes of prices. For instance, in the example given in the text we 
cannot, consistently with the conditions that the demand diminishes ceteris 


paribus as the price rises, and so (#)< 0, (#)< 0, suppose that the given 


formule adequately represent the laws of demand for values of x less than 3, 
or values of y greater than 7§; with corresponding limitations of the 
prices. 

Now let us retrace our steps to that point earlier in the investigation at 
which we took the easy path intermediate between two unexplored tracts 
(above, p. 801, par. 3), characterised by the inequality of the constants p,' and 
p,. If p,’ is not equal to p,’, let p.’=Ap’ while p’, still =p’; where A may 
be either greater or less (but not equal to) unity. Then the expression for 
the monopolist’s revenue becomes (all the other assumptions being retained) 


p[ts)- vap)+2(t19)- he) 
Proceeding as before we shall find the same special conditions for the constants, 


viz., 
(i) @y<2p?+e,; (ii) wg< ey. 
Now p will be smaller, the greater the inequality indicated by the constant A. 
For from the Conditions (6) and (7), taken, as before, with (5), we obtain as 
vi 


cere - 1 
the superior limit for p, jx + _1.. Therefore p is less than ,/A, or ri 
JX 


according as A is less or greater than unity. In the former case, as from Condi- 
tion (6), «, must be particularly large, from Condition (i) it appears that #, must 
be extremely small. Thus the less the significance of the untaxed object to the 
consumer and to the monopolist, the less probable is the sort of interaction by 








304 THE ECONOMIC JOURNAL [JUNE 


which the phenomenon in question is brought about. On the other hand, if > 
is very large—the taxed commodity figuring as relatively very small in the 
expenditure of the consumer and the revenue of the monopolist—o, need 
not be improbably small. Rather, the range of values favourable to the 
phenomenon becomes wider. 

Still retracing our steps we come to the point at which we left on one side 
cost of production. First, supposing the law of returns to be constant, we may 
regard the cost as a sort of specific tax. And then it would appear (as sug- 
gested in the text) that the heavier the cost is, the less room there is for a tax 
which will reduce both prices. But it is to be remembered that even a small 
tax on gross receipts may amount to a heavy percentage of net receipts. And 
when the law of increasing or of decreasing returns prevails, and still more when 
there is correlation between the two costs of production, the influence of cost 
may well improve the chances of the phenomenon occurring. 

Lastly, let us retract the assumption which we made at the outset, that 
ely was a (negative) constant; and restore the more general supposition that 


this expression is a function of x and y such that [A ke=z, is negative, and 
dadysty=y 
also satisfies condition (3). There seems to be no reason for expecting that 
this general case will be less favourable to the phenomenon than the simpler 
case which we have hitherto considered. Rather, the widened range of possi- 
bilities renders more probable each of the opposite extremes (cp. above, p. 300), 
that the consumers should be considerably benefited, or extremely burdened. 
Altogether the phenomenon in question appears to be quite possible, though 
far from probable. 
F. Y. EDGEWoRTH 
(To be continued.) 





THe NEw Otp AGE Pensions Act IN FRANCE 


By the Act of April 5th, 1910, the entire question of old age 
pensions for industrial labour, agricultural labour, trade employees, 
domestic service, liberal professions, and such State service as 
had hitherto not been pensioned, has been dealt with. Under it, 
workers are divided into two great categories : wage-earners and 
non-wage-earners. Compulsory insurance is decreed in the case 
of the former, in consequence of their slender resources, their 
dependence on a master, and the inadequacy of their moral and 
economic education. The latter, their situation being the inverse of 
that of the former, may be insured if they will. Legislators 
reckoned that compulsory providing was necessary in the case of 
workers who were not earning more than 3,000 francs (nearly 
£120) a year, and who, hitherto, if in pecuniary straits, could claim 
relief from the Act for compulsory assistance of July 14th, 1905. 
On the other hand, it was placed within the power of small em- 
ployers, small cultivators, farmers, métayers working usually on 
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their own account unaided, or with only one labourer, and with 
their own families, whether these received wages or not, to insure 
themselves at will. The same provision was applicable to any 
member of their families, to wives and widows, earning no wage, 
of those who came under compulsory or optional insurance, and 
also of wage-earners whose earnings amounted to between 3,000 
and 5,000 frances annually. 

It is estimated that: out of the French active population of 
20 millions, there will be 11} millions sharing in compulsory 
insurance and 6 millions in optional insurance. 

The pension is in principle an old age pension. The Act 
takes account of pensions for other forms of physical disability 
only in exceptional cases. It is applicable only to absolute and 
permanent disability, not to that which is partial and temporary. 

The age entitling to a pension is fixed normally at sixty-five 
years. It may be lowered to fifty-five years at the request of the 
insured party. In that case the pension is liquidated in anticipa- 
tion. 

The pension is formed (1) by contributions, compulsory or 
optional, from the insured persons; (2) by contributions from 
employers ; (3) by State subsidies. 

1. Compulsory contributions from the insured amount to 
9 francs per annum from men, 6 from women, 4.50 franes from 
minors under eighteen years old. Or, if reckoned by the working 
day, 3, 2, and 14 centimes respectively. An equal rate of contri- 
butions is levied from employers. 

The sums from both these sources are capitalised to form a 
pension, and the grant from the State is added to it. This con- 
sists normally in an annual grant for life of 60 francs. To 
establish a claim to this, the insured claimant must have 
subscribed for at least thirty years, his quota amounting to a 
minimum of 270 francs, in the case of a female to 180 francs. 
This is on the assumption that the individual has not been em- 
ployed under eighteen years of age. If he was employed younger 
the annual contribution is reduced to 4.50 francs. If he has put 
by for under thirty, but for more than fifteen, years, the annual 
life-grant is assessed at 1.50 francs for every annual contribution. 

The Act provides for all who, in taking advantage of it, are 
already advanced in years when it comes into full effect, as 
follows :—Since, in their case, the contributions of employed and 
employer cannot raise an adequate pension, the Act provides this 
through State grants. In affecting this, the insured are divided 
into four categories, according to age at time of insuring: (1) 
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those aged thirty-five to forty-five receive the life-grant of 60 
francs if they have made all the deposits required for their age, 
and if they have been in receipt of wages during three years before 
the law took effect. (2) Those aged from forty-six to sixty-four 
need only to have paid in a minimum number of deposits, e.g., 
in the case of one aged sixty-four, one single deposit. Now the 
intention of the Act is that the pension shall never be less than 
100 francs a year. Moreover, it admits that, from forty-six to 
sixty-four years of age, the pension supplied by the contributed 
deposits shall be between 38 and 2 francs. Hence it judges that 
the State grant will vary according to age, from 62 francs 
(= 100 - 38) to 98 (=100-2). (3) Those aged from sixty-five to 
sixty-nine years, as soon as the law comes into force, are classed, 
if they are reckoned as indigent, with persons of seventy years of 
age. ‘To these the Act of July 14th, 1910, for compulsory relief 
grants a subsidy. But those so classed obtain only the half of 
the normal grant. (4) Those of seventy years obtain, if reckoned 
as indigent, this relief subsidy. 

The wage-earners’ contributions are deposited by the wage- 
payer out of the wages owed, at each wage-disbursement. A 
card is given gratis to each person insured, to which the employer 
affixes a stamp representing the total contributed by both master 
and man. 

2. Optional Insurance.—Those who thus insure themselves 
have to deposit annually from 9 to 18 francs. Métayers, being 
somewhat in the position of wage-earners, need only deposit 
6 to 9 frances, the proprietor of the soil contributing a similar 
amount. The State grant, instead of being added to the sum 
resulting from the invested deposits, consists of a proportional 
bonus, equal to a third, on each annual deposit. Thus it is 
invested with the deposits, but ceases when the capital has pro- 
duced a pension of 60 francs at the age of sixty-five. 

During the first years under the Act, those optionally insured 
are subsidised by the State at special rates. Of these the most 
noteworthy is that accruing to agriculturists, artisans, and small 
masters, over forty years of age. These are provided for as 
follows :—The Act assumes that, from his fortieth birthday 
till the law took effect, the State has paid 9 francs annually into 
the account of the person insured. These supposititious contri- 
butions would have produced a pension which the State is prepared 
to make good. 

Grants in case of decease.—If one who is insured dies before 
touching a pension, buié after he has contributed three-fifths of 
the requisite deposits, his heirs receive the following grants :— 
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Three or more children ane 50 francs a month 

sixteen for 6 months, i.e., 300 francs. 
: ‘ 4 50 francs a month 
Two children under sixteen ... far Bente; 4.¢,, 00tenes. 
| 50 francs a month 

for 4 months, 7.e., 200 francs. 


ee ' f 50 francs a month 
Widow without children ‘* (for 3 months, i.e., 150 francs. 


One child under sixteen 


The widows, French by birth, of foreign wage-earners may 
obtain this assistance by becoming naturalised, together with their 
children, in the year of their husband’s decease. 

Special cases.—(a) When the pension, in the course of acquisi- 
tion, exceeds 180 francs, the person insured may at any time, 
and after medical examination, transfer the surplus capital, either 
into a life insurance, or to the purchase of land or a dwelling, which 
then becomes an inalienable homestead. 

(b) No exception is made in the case of foreign wage-earners 
working in France, but they only benefit by employers’ contribu- 
tions and State grants if international treaties guarantee to the 
French equivalent advantages abroad. The employers’ contribu- 
tions are paid, otherwise, into a reserve fund. 

Insurance Agencies.—The agencies for distributing pensions 
are the National Bureau for old age pensions, the pensions bureaux 
of firms and of trade unions, bureaux of underwriters in which the 
affiliated heads of firms are mutually dependent, friendly societies, 
societies for mutual aid, and trade unions. The investing of the 
funds at the disposal of these agencies is carried out by the deposit 
and consignment office in a manner regulated by the Act. 

Mutual aid societies are allowed special indemnities in the 
event of their undertaking the banking of subscriptions, the 
administration of funds, and the disbursement of sickness 
insurance. 

Results.—It has been estimated that a pension might 
amount— 

To 414 francs in compulsory insurance at 9 francs a year, with 
a similar amount paid in by the employer ; 

To 215 francs in optional insurance at 9 francs a year, without 
any contribution from an employer. 

The number of pensions in the first year will only be about 
500,000, but in due lapse of time it will attain to over 23 millions. 

The charge on the State will be 138 million francs for the 
first year, and after that on an average 120 millions. 

MavurRicE BELLOM 
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SoutH WALES CoAL TRADE 


THE new wage agreement continues in force from April Ist, 
1910, until March 31st, 1915, and thenceforth until either party 
gives to the other three calendar months’ notice terminating the 
same. There are two clauses of general interest. 

(1) That the minimum shall be 35 per cent. when the price 
of large coal is 12s. 5d. or below. That when large coal is 14s. 
per ton f.o.b., the percentage shall be 50 per cent., and this 
percentage shall continue until the price reaches 14s. 9d. ; above 
which point the men may claim advances up to 60 per cent., 
which shall be the maximum. In going up, 50 per cent. shall 
be equal to 14s. 9d.; in coming down, 50 per cent. shall be 
equal to 14s. 

This minimum of 35 per cent. at the equivalent selling price 
of 12s. 5d. per ton is practically on a par with the previous 
minimum of 30 per cent. at 11s. 10d. per ton. Should coal prices 
at any time fall below 12s. 5d. per ton, the workmen will have 
the advantage of about 5 per cent. over the previous minimum. 
Again, if trade remains good and prices keep well above the 
minimum, the concession to the owners of no wage percentages 
to pay between the prices of 14s. and 14s. 9d. per ton on the 
selling price of coal will be an inducement to the coal-owners 
to maintain prices about this level. In this case the workmen 
will secure a practical minimum of 50 per cent. It will be 
interesting to watch the course of coal prices during the next 
few years, and to trace how far the coal-owners will be able to 
keep the market prices at about this level, which gives them such 
material concessions in wages cost. 

Should the coal-owners succeed in this the workmen would 
suffer a net loss of about 64 per cent. on wages when prices 
ranged between 14s. and 14s. 9d. per ton; they would also lose 
the percentages which would accrue to them on every further 
increase in price of coal which would take place, but for the 
deliberate efforts of coal-owners to keep prices down to 14s. to 
14s. 9d. per ton. Consumers, of course, would benefit thereby. 

The miners would also benefit in steadier employment, due 
to the increased demand for coal which these lower prices would 
create. But the coal-owners would further benefit in extra profits 
made on an increased output on lower fixed costs. The coal- 
owners, with every prospect of a period of good trade, will thus 
secure material advantages under this clause. 

The otber important clause in the agreement provides for an 
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overlapping shift of coal-hewers where required by the owners. 
This clause is a compromise between the original demand of the 
employers for a double coal shift and that of the miners for a 
single coal shift as heretofore. The Welsh miners strongly resent 
a double coal shift on the grounds that it would alter their home 
and social life for the worse, increase the dangers of working in 
the fiery Welsh mines, and tend to glut the market with an 
overproduction of coal with consequent lower prices and lower 
wages. One can do no more here than state that these objections 
are all sound and cumulatively decisive against the introduction 
of the double coal-shift system in South Wales. 

It is interesting to note that, for the first time in wage nego- 
tiations in the Welsh coal trade, the miners decided not to ratify 
any wage agreement until it had secured the sanction of a 
majority vote by ballot of the adult miners. This new feature 
is significant of a new spirit which is coming over the work- 
men in labour questions. It is a spirit of unrest with the older 
methods of wage negotiations, and a groping after something 
newer and more drastic as an instrument of wage betterment. 

At the outset this spirit of discontent gave little promise of a 
settlement. Even when the employers issued their final pro- 
posals as an ultimatum, the Welsh miners were in no mood to 
accept them. They called upon the Miners’ Federation of Great 
Britain to put the twentieth rule into operation, 1.e., to call out 
all the miners of Great Britain in a sympathetic strike. Such 
a national stoppage of the collieries would have instantly 
paralysed national industry. The M.F.G.B. refused to accede 
to this request. They did so on the grounds that as the owners 
in their final terms made no attack on the minimum standard of 
wage percentages, the remaining differences were of a local 
character and did not warrant national action ; and as a sectional 
strike would be non-effective, they advised the Welsh miners to 
accept the owners’ terms. Thus the miners, with a bad grace, 
decided by a large majority to accept the said terms. 

But discontent remains strong, and in all probability serious 
disputes will arise in various parts of the coalfield with regard 
to certain wage conditions which are not remedied in the new 
agreement. These are (1) a fixed wage to coal-hewers employed 
in abnormal places, and (2) a minimum wage of 3s. 4d. per day 
plus percentages to every datal adult worker in and about the 
mine. Under the first head several thousand skilled miners, 
on average, are paid wages much below the average wages skilled 
miners can earn in a normal workplace. A workplace is 
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abnormal due to physical disturbances in the coal-seam which 
are beyond human control. At present the miner is penalised 
for the vagaries of Nature. He contends that the extra working 
costs involved should be borne as an item in cost of production, 
and not be taken out of the miner in lowered wages. 

This, and the low wages paid adult datal workers, are two 
acute grievances which the M.F.G.B. will seek to settle satis- 
factorily on a national basis, as the grievances prevail in all our 
coalfields. The next wage crisis which may arise when the next 
wage agreement in any British coalfield comes to be made, I 
predict, will centre around these two grievances. 

T. I. Marpy JoNEs 





Report of an Inquiry by the Board of Trade into the Earnings 
and Hours of Labour of Workpeople of the United Kingdom. 
III., Building and Woodworking Trades in 1906. (Cd. 5086 
of 1910. Price 1s. 10d.) 


THE group of trades with which this volume deals differs in 
many ways from the Textile and Clothing groups previously dealt 
with. The numbers employed are very much larger, especially 
in the case of men, and the Building trades alone employ more 
men than any other group, agriculture alone excepted, namely 
1,123,418 in the United Kingdom, and nearly 950,000 in Eng- 
land, according to the 1901 census. Of these nearly one million 
are wage-earning males, the report states—bricklayers, masons, 
and their labourers accounting for one-third, carpenters and 
joiners for another, and painters, decorators, and glaziers for one- 
sixth, and other important groups are plumbers, plasterers, and 
builders’ labourers. For the other branches the census of 1901 
gives a total of 97,680 engaged on Works of Construction and 
Roads (other than Buildings) in England and Wales, and 233,000 
in the Woodwork and Furnishing group; but the latter includes 
some branches with which this inquiry has not dealt. In the 
building trades 5,000 employers made returns embracing 118,552 
workpeople (about 12 per cent. of the wage-earners), composed 
of 101,786 men over twenty years of age, and 16,766 improvers 
and apprentices of all ages, and lads and boys under twenty. Of 
these returns the report states :—“‘Compared with other trades 
for which particulars of earnings have been obtained, the pro- 
portion is low, but this fact does not seriously affect the value of 
the results, since, owing to the standardisation of conditions in 
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the building trades, a relatively small number of returns drawn 
from the town or district is usually found to be fairly representa- 
tive of local conditions; and, moreover, the returns are repre- 
sentative of all parts of the United Kingdom.” 

In the construction of harbours, docks, etc., returns covered 
10,432 men and 482 boys, of whom 6,378 were excavators and 
labourers ; in the sawmilling and machine joinery group, 19,785 
men, 5,886 apprentices and boys, and 1,119 women and girls; and 
in the cabinet-making and allied trades 16,892 men, 4,786 appren- 
tices and boys, and 2,537 women and girls. Some trades appear 
in more than one group. 

These trades have some special features. Comparatively few 
women are engaged in them, and it is only in the sawmilling and 
cabinet groups that they are found at all. Only in wooden box 
and bobbin making are they engaged in an appreciable propor- 
tion, and a small but increasing number are working as uphol- 
sterers, sewers, and polishers. There are practically no half- 
timers. ‘Thirdly, payment by time is almost universal in the 
building trades, in construction and in sawmilling the proportion 
of piece-workers was barely 10 per cent. ; and only in the cabinet- 
making group was it as much as 20 per cent., rising to about one- 
third of the cabinet-makers and upholsterers. 

As regards employment, these trades suffer considerably from 
seasonal fluctuations, which take effect in various ways, by 
causing dismissals, by short-time, and so on. The building and 
constructional trades adopt a short winter week, but the others 
do not. ‘‘ Broken time,” also, results from weather conditions in 
the outdoor trades. Moreover, in building and construction 
employment is largely casual, nor is casual labour uncommon in 
the other groups; whilst the long-continued depression of recent 
years has tended to produce a permanent surplus of unemployed. 
Thus allowance for all these influences is necessary in calculating 
average earnings. 

The report dealt with the year 1906, and obtained the follow- 
ing particulars :—First, the number of workpeople working full 
time and the amount of wages paid them in a given week; and 
secondly, the number of, and the wages paid to, all workpeople en- 
gaged, whether working full time or not. From this average full- 
time earnings and average actual earnings were calculated on an 
average summer week in building, and for the last pay week in 
September in the other trades concerned; and thirdly, annual 
earnings were obtained by getting the numbers employed and 
wages paid for the last full week in each month, and the total 
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wages paid for the year. From this the average yearly earnings 
were calculated by dividing the total wages-bill by the average 
number employed in these twelve weeks. A second estimate is 
obtained from the average earnings in a given week, with allow- 
ance for holidays and short winter hours. 

In the building trades average earnings for the given week 
for workpeople on full time and for all workpeople were :—Men 
33s. and 31s. 6d., lads 9s. 7d. and 10s. 3d., and all employés 
28s. 1d. and 28s. 6d. They were far higher in London, and far 
lower in Ireland, than elsewhere ; Scotland, the Northern Coun- 
ties, and Lancashire, Yorkshire, and Cheshire show the highest 
full week’s wage after London. Hours of labour averaged 52°9, 
being lowest in London and the North, highest in the Midlands 
and South. Wages averaged nearly 5s. a week more for about 
24 hours less in the towns of more than 100,000 inhabitants than 
in those with less. There may have been some duplication in 
estimating all earnings from men working for two employers in 
the week ; but this cannot be eliminated. The proportion of men 
was greater in the total number of workpeople than in those work- 
ing full time ; hence the average wage for all workpeople is higher 
than for full-time only, though the wage of men is considerably 
lower. The same phenomenon is found in other groups. Average 
wages for skilled men are 36s. 4d. for 52°8 hours, and for labourers 
24s. 5d. for 52°99. The high wages for improvers in London 
raises the average of boys there to 15s. 9d. per full week. 

Holidays average about nine days in the year, and the weekly 
reduction of winter hours about seven for 14 weeks. Given as 
percentages of the average number, maximum and minimum 
numbers employed vary as 105 to 92; but the real fluctuation is 
somewhat larger, as local fluctuations neutralise one another to 
some extent. There is a further monthly fluctuation of average 
earnings, which are largest in May and August, lowest in the 
winter. 

Average yearly earnings, calculated by dividing the total 
wages-bill by the average number employed, amounted to £68 
per man (larger towns £75, smaller £62). By the other method, 
1°9 weeks were deducted for short winter hours, and 1°5 for 
holidays, and annual earnings worked out at 48°6 times the average 
weekly rate, or £69 10s. The difference is probably accounted for 
by the greater amount of “broken time” in winter. Compared 
with 1886, standard wages show a rise of 18 per cent. Similar 
figures are not given for the other groups of trades. These esti- 
mates only give average earnings per man engaged, allowing for 
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short and lost time ; but from the circumstances it was not possible 
to make allowance for time lost by complete unemployment. 

In the constructional trades earnings (full time and for all 
workpeople) were :—Men 81s. 10d. and 26s. 5d., lads 18s. 6d. 
and 18s. 1d., or in all 30s. 11d. and 27s. Average hours were 
55°8 summer and 50°3 winter (15 weeks). The best-paid workers 
were mostly building-trade mechanics. Full-time earnings for 
excavators and labourers were 24s. 9d. (time) and 33s. 2d. (piece) 
for summer hours (55°7), and for carters 24s. 9d. Yearly earnings 
averaged £64 10s. by either method, and maximum seasonal 
variation was just over 20 per cent. 

In the sawmilling group average wages (full-time, and all em- 
ployés) were :—Men, 33s. 6d. and 33s. 1d. respectively, lads 
and boys 9s. 8d. (for both), women 12s. 5d. and 11s. 7d., girls 
8s. 4d. and 7s. 10d., and all workpeople 22s. 4d. and 22s. 7d. 
Men’s wages were far higher in London, and far lower in Ireland, 
than elsewhere in the skilled trades, being highest with joiners 
(34s. 11d.), and lowest with mill sawyers, 26s. 1ld., and turners 
on time work 24s. 2d. Members of this trade were largely 
engaged in Yorkshire and Lancashire bobbin factories. General 
labourers averaged 20s. 1ld. Hours of labour were 54°4, more 
than one-third of the workpeople working from 54 to 56. London 
hours were the longest. Yearly earnings averaged £55 10s. by the 
first, and £56 10s. by the second method. The greatest seasonal 
variation was less than 3} per cent. 

Finally, in cabinet-making average, full-time and all, earn- 
ings were :—Men 33s. and 32s. 1d., boys 8s. 7d. and 8s. 10d., 
women 13s. 1d. and 12s. 9d., and girls 6s. 2d. and 6s. 1d., or in 
all 24s. 5d. and 25s. 3d. Men’s full-time earnings were 1d. 
higher in the Northern Counties (36s. 10d.) than in London, and 
for all men employed were nearly one shilling higher, largely 
owing to high rates for skilled men in Newcastle and Sunder- 
land. Average hours were 53'1 for all districts, three-quarters of 
the workpeople returned working between 50 and 56. There 
is a considerable amount of piece-work in these trades, but wages 
of time-workers are usually highest, partly because the best 
work is usually done on time, and partly also because the better 
conditions are usually found in time-working shops. For the chief 
trades time wages were :—Cabinet-makers 34s. 5d., French 
polishers 33s. 4d., carvers 86s. 2d., upholsterers 34s. 9d., and 
chair-makers 3ls. 11d. Average earnings amounted to £62 and 
£63 10s. respectively. The seasonal variation is about 73 
per cent. 

No. 78.—voL. XX. Y 
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The report has been very well written and contains a mine of 
information upon a variety of subjects, such as seasonal varia- 
tions in employment, boy labour, and so on. A very interesting 
comparison is that of the proportion of workpeople earning above 
and below certain rates of wages in each trade. The summary 
tables are wonderfully complete, and altogether the Board of 


Trade is to be congratulated. 
N. B. DEARLE 





Census of Production (1907). (Cd. 5162. Price 74d.) 


Tus is the third of a series of preliminary tables giving the 
results of Returns received under the Census of Production Act. 
It is stated that “whilst the figures now published are subject 
to revision at a later date, they are probably sufficiently close 
to the final figures to afford a good indication of the quantity 
and value of the principal products of the industries to which 
they relate.” The industries covered by these tables are numer- 
ous, including textile manufactures other than cotton and 
woollen, bleaching, dyeing and finishing works, chemicals, soap 
and candle, paint and varnish, seed-crushing and oil, fertiliser, 
glue, match, ink, gum and sealing wax factories, salt mines, 
brine pits and salt factories, china and earthenware, brick and 
fireclay works. The average number of persons employed in 
these industries was over 650,000 (exclusive of out-workers), and 
the ‘net output” nearly £60,000,000. 

The “net output” is “the result of deducting the total cost 
of materials used and the amount paid to other firms for work 
given out, from the value of the gross output,” for each industry 
or group of factories. ‘This sum constitutes for any industry 
the fund from which wages, salaries, rents, royalties, taxes, 
depreciation, and advertisement and sales expenses, and all other 
similar charges as well as profits have to be defrayed.” Naturally 
there are very wide differences between the “net output” per 
head in different industries, for not only do wages vary, but the 
proportion of men to women and children, of wage-earners to 
salaried persons, of persons employed to the capital employed, 
and of expenses of sales and advertising to the wages bill, vary 
widely. The lowest “net output” per head is shown by Flax 
Scutching Factories (£18), and the highest by Ink, Gum, and 
Sealing Wax Factories (£318). 

For some of the largest groups of industries the summarised 
results are as follows :— 
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1910] CENSUS OF PRODUCTION 
b ad : ° ' | 
on 3 3s a sa. | 334 
Eee | 3 Sed |Faa | °8e | 28°. 
Sau8 ; She | $280 $s | $E.8 
CfSu8 2@ >a aos wa me YS 
Sl 28 gen | S9SS ey 2 Hess 
2 Bo 5 wea | 3°") Sze | cSSE 
cee = ba° | ees | FSS | sb 
One a E< ass ae | Zac 
| 
Jute, linen and hemp fac- | (£1000’s) | (£1000's) | (£1000’s) | (£1000’s) | Total. | 
tories (Great Britain) 18,667 | 13,479 | 168 5,020 | 81,703 | 61 
Linen and hemp factories : 
(Ireland)— 
Spinning departments. | 5,773 8,139 13 2,621 | 38,195! 69 
Weaving i 6,093 | 4,663 | 54 | 1,376 | 29,797) 46 
Making-up _,, 1,265 so7 | 47 | 321 | 3,769| 85 
Hosiery factories ........... 8,689 5,370 325 | 2,994 | 47,939; 62 
Silk factories .. ...........000 5,204 3,318 136 =| 1,750 | 32,036; 55 
Lace factories and ware- | 
BUBB, ceva stiasarsduadesseee 10,003 | 6,325 | 296 3,382 | 34,583; 98 
Bleaching, dyeing, printing | | 
and finishing factories and | 
WOTKSHOPS.....s.ecsesseeseeses 17,782 | 7,172 | 241 | 10,369 | 102,611| 101 
Chemicals, coal-tar pro- | 
ducts, drugs and perfum- | 
ery factories and work- 
REODE van sacssecoscsyerx cas) dees 23,447 | 13,974 9 | 9,464 | 51,088 | 185 
China and earthenware fac- 
tories and workshops...... 7,534 2,854 84 | 4,596 | 67,870 68 
Brick and fireclay factories | 7,703 2,643 me 5,060 | 63,287 80 





The various difficulties which have arisen are discussed in the 
text, and, so far as practicable, comparison has been made of the 
quantities produced, exported and imported. “ Manufacturers in 
the jute, linen and hemp trades in Great Britain were asked 
to furnish information regarding their output in the form gener- 
ally adopted for the purpose of the Census. That is to say, they 
were asked to consider their business as a whole and to give 
particulars of their output at the stage at which it was either 
sold or warehoused ; thus a spinner who also wove piece-goods 
from his own yarns would show his output of piece-goods and 
the yarn which was either sold or warehoused as such, but not 
the yarn woven by him into cloth” (p. 6). Hence it is not 
possible to say with certainty how much yarn was spun in Great 
Britain, but an estimate is made on the basis of replies to a 
voluntary question. For Ireland, separate returns were obtained 
for each department of the business, at the request of a Com- 
mittee appointed by the Belfast Chamber of Commerce to assist 
the Board of Trade in the preparation of the schedules. The 


chemical industry is a particularly complicated one, including a 

number of articles, the total production of which cannot be stated 

with certainty. Thus “the entry against sulphuric acid does not 

include acid used in further manufacture by the same firm that 
yY 2 
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made it, but only acid made in the year, and sold as such or 
remaining in stock at the end” (p. 4). 

It is owing to difficulties of this kind that comparisons of 
home production with exports and imports cannot be made in all 
cases. 


C. F. B. 





OBITUARY. 


THomas Scott Cree, LL.D. 


By the recent death of Mr. Cree economic science has lost an 
economist of a specially valuable type, one who looked at 
economics with the eyes of a practical business man, and made its 
influence felt in business circles. 

Thomas Scott Cree was born in 1837. Entering business at 
an early age, he was mainly self-taught, and till, in 1905, Glasgow 
University crowned the recognition of his economic work, already 
accorded by some of the greatest economists, British and foreign, 
by conferring an honorary degree, he belonged to no academic 
body. His educational deficiencies, which he freely admitted, 
were compensated by an unusually varied business experience and 
a power of making the most both of his experience and of his 
reading. 

He embraced, with a thorough-going sympathy and compre- 
hension, both now rare, the “orthodox” mid-nineteenth-century 
economics, whose predominance has been so well described by 
Professor Ashley.'. Whether or not its presuppositions were 
adequate, it was at least a coherent system, well calculated to 
appeal to a logical mind. Professor Ashley admits that no new 
synthesis has yet replaced it. With more recent developments 
he made himself less familiar, partly from want of leisure, partly 
from the conviction that centra] truths had been, to some extent, 
lost sight of in the elaboration of qualifications and exceptions. 
We could not see the wood for the trees. 

A newspaper recently stated that whereas the watchword of 
Leopold I. was “ Production,” that of Leopold II. was “ Markets.” 
This well expresses Mr. Cree’s standpoint. He used to say that 
there were two economics, the economic of plenty and the econo- 
mic of scarcity. To the second belonged all protectionisms, trade 
union restraints, lump of labour theories, and theories which lay 


1 In his Presidential Address to the Economic Science and Statistics Section of 
the British Association for the Advancement of Science, at Leicester, 1907, reprinted 
in the Economic JournaL, December, 1907. 
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stress on demand or consumption or spending power. No class, 
he held, could permanently benefit except from what increased 
the sum total of wealth, and if that were increased, no power 
on earth could prevent every class, and especially the working 
class, from getting its share. The economic problem was entirely 
or primarily one of production, only secondarily or not at all of 
distribution. In fact he grasped the great open secret of all 
sound economic and political thinking, that the sum of good in 
the world is not a fixed quantity, and that the interests of different 
countries and different classes are in the main not opposed but 
identical. 

All his life he was an indefatigable controversialist, both in 
letters to the press characterised at once by an unflinching appli- 
cation of economic theory and by a happy knack of making the 
exposition concrete by illustrations drawn from his business 
experience, and in private correspondence with economists and 
public men whom he sought to influence. But he is best known 
for his work on trade unions.! This is not the place for a 
discussion of his thesis. Professor Ashley admits® that the 
question whether trade unions can raise the general rate of wages 
is an open one, and it is easier to cavil at Mr. Cree’s conclusion 
than to refute his arguments. 

Personally Mr. Cree was (like many “‘ orthodox ’’ economists) 
the kindliest of men, and emphatically a benevolent employer. 
An employé said that his men “always got what they wanted” 
from him. Nor was this mere amiable inconsistency. His 
theories give every scope to the exercise of voluntary benevolence. 

Whatever the final verdict on Mr. Cree’s economic work, at 
least his views are well worthy of a respectful hearing, and the 
death of one who enforced them with such courage, resourceful- 
ness, and fairmindedness, who, as has been well said, never 
declined a challenge or lost his temper, one, too, who has left 


no successor, is a unique and irreparable loss. 
A. A. MITCHELL 


’ 


! A Criticism of the Theory of Trades Unions (Economic Science Section of the 
Royal Philosophical Society of Glasgow, 12th November, 1890), Evils of Collective 
Bargaining in Trades Unions (Civic Society of Glasgow, 20th January, 1898), and 
Business Men and Modern Economics (British Association at Glasgow, 16th Sep- 
tember, 1901)—all published by Bell & Bain, Limited, 41, Mitchell Street, Glasgow. 
The same line of argument is pursued in a Memorandum on the Causes of 
Unemployment which Mr. Cree prepared on the invitation of the Royal 
Commission on the Poor Law. 

2 Loe. cit., p. 480. 
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Sir RoBert GIFFEN. 


IN paying a tribute to the memory of Lord Goschen three 
years ago in the Economic JournaL, Sir Robert Giffen used 
words which have now become applicable to himself. “By his 
sudden death . . . the country, it is universally recognised, has 
to mourn a heavy loss. In this mourning the Royal Economic 
Society is specially called on to join, not merely on account of 
his official position in connection with it, but because of the 
illustration given by his whole career of the value of economic 
and statistical studies.” 

Sir Robert Giffen was not merely a Vice-President of the 
Society. He was one of its founders, and one of the most constant 
contributors to its JOURNAL. He took a leading part in those 
preliminary councils by which the constitution of the nascent 
Association was shaped. His contributions to the Economic 
JOURNAL extend over the twenty years of its existence, from the 
first volume, 1891, to the very last number, March, 1910. But 
for the disaster of last April the present, the June, number would 
have been no exception, and on this very page, now consecrated 
to melancholy restrospect, the reader’s eye would have been met 
by City Notes, “received from R.G.” 

Much as we have received, it is but a fraction of what Sir 
Robert has contributed to periodical literature dealing with 
Economics. As he himself tells us in the preface to his work on 
Stock Exchange Securities, he had been for eight years, between 
1868 and 1876, connected as editor and contributor with important 
financial journals. The Times and the Daily News, the Spectator, 
have all been largely indebted to him. He was Assistant Editor 
of the Economist for several years. He took part in founding 
the Statist, to which, under the pseudonym “Economist,” he 
contributed, in 1886, some articles setting forth a scheme for 
buying out the Irish landlords, which anticipated the measure of 
1903. It would be interesting to select, from a variety of 
periodical publications, the principal articles due to his pen; for 
instance, from the Economist, one in which he, among the first, 
we believe, noted the turn of the monetary tide, the incipient 
fall in the level of prices which took place in the ’seventies. Till 
such selection shall have been accomplished it would be prema- 
ture to attempt here a complete enumeration of Giffen’s wriftngs. 

This unparalleled success in what may be called economic 
journalism strikingly exemplifies the irresistible force of special 
talent. Circumstances had not been particularly favourable to a 
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career requiring so much preparatory study. Some of the best 
years of Giffen’s youth were spent in a solicitor’s office at 
Glasgow, where he held a subordinate post during the early 
fifties. He must have entered the office as a very young man, 
for he was born in 1887. 

Perhaps the struggles of his early life, perhaps simply its 
date, may account for an element in the thought of the mature 
economist which may be described as Ricardian. His bias was 
towards laissez faire, whether in the trade with foreign countries, 
or in the labour market at home. Like the leading modern 
school of the French economists, he opposed both Protection and 
Socialism. Like one of the greatest among them, he thought 
that if it was necessary to choose between two evils, Protection 
was the less. Such seems to be the gist of almost his last public 
utterance, the letter to the Times of January 17th, 1910. 

But Giffen is not to be included in the straitest sect of 
individualists. Even as a Free Trader he was not wholly uncom- 
promising ; and he dwelt more on what he called the “negative ” 
argument—the impossibility of proving by statistics Protection 
to be either good or evil—than is agreeable to extreme Free 
Traders. He did not scruple in 1903 to recommend (in the 
Nineteenth Century for July) a tincture of preferential dealing 
with the Colonies, for political purposes. He adopted (in the 
memorandum contributed to the Local Taxation Commission) 
as the first principle of taxation, “equal sacrifice,” in 
a sense which would not be acceptable to M. Leroy- 
Beaulieu. That this confession of fiscal faith was not an 
empty profession is shown by his hardy proposals with 
respect to the Financial Relations between Great Britain and 
Ireland. He would tax the richer country out of proportion 
to its income, apparently on the principle which underlies the 
doctrine of equal sacrifice : as Mill says, with reference to that 
doctrine, “not on grounds of arithmetic but of human wants and 
feelings.” 

Altogether Giffen seems to deserve the distinction which is 
thus bestowed on him by Thorold Rogers in his racy Economic 
Interpretations : “The student who is anxious to go beyond the 
common chatter of text-books and manuals, will learn more and 
better political economy from Mr. Giffen’s essays than he would 
if he browsed for ever on the thorns and thistles of abstract 
political economy.” 

Common sense, rather than abstract reasoning, may be 
assigned as the especial excellence of Giffen’s economic work ; if 
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it is remembered that common sense in a subject like political 
economy prescribes attention to general reasoning. 

Common sense is also a conspicuous trait in the character of 
Giffen as a statistician. No one has more effectually set forth 
what he called “the utility of common statistics.” As a specimen 
ot his art in rendering popular a science which some suppose 
“harsh and crabbed,” we may refer to the article on International 
Statistical Comparisons in the EcoNoMIc JouRNAL for 1892. It 
may be hoped that the Handbook of Statistics which he was 
preparing has been left in a sufficiently mature condition to admit 
of publication. It is sure to be a most useful instrument of 
education. 

Besides the art of pointing out the truths of statistics, invisible 
to the majority who do not know where to look for them, Giffen 
had the still rarer faculty of discovering those truths. His 
power of penetration and discernment is attested in the 
following description of his method of working which has 
been communicated by one who was associated with him 
in the work of the Board of Trade:—‘‘I think that one 
of the features of Sir Robert Giffen’s work which im- 
pressed me most was its extraordinary rapidity and certainty, 
whether he were piercing to the heart of a complicated mass 
of statistics and extracting their real significance, or whether 
he were composing the luminous and original memoranda, which 
he tossed off at lightning speed with little apparent effort. He 
had an almost unique power of carrying his statistics in his head ; 
they were always at his command, and he was never overwhelmed 
by them. In the most complicated mazes of figures he never 
Jost his grip on the realities for which the figures stood, and he 
never seemed to lose his bearings or his fine sense of proportion.” 

In so far as the statistician explains facts and infers laws, his 
method is that of Inductive Logic. What is peculiar in the Logic 
of Statistics is its affinity to the Theory of Probabilities. How 
far did Giffen recognise and utilise this peculiarity? We can 
answer in the words of one who is among the highest authorities 
on the application of the mathematical theory of error to prac- 
tical statistics. ‘‘ With an acute perception of the things that were 
not measured or unmeasurable, he [Sir Robert Giffen] first 
surrounded the official statistics with an atmosphere of caution, 
and then cleared away the mist by the use of bold estimates. 
For these estimates he had an arithmetical sense almost amount- 
ing to genius, a feeling for the probable error of the factors used, 
and a courageous rejection of measurements where the inaccuracy 
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was too great. He had an intuitive feeling for the relative 
importance of numbers. He used to express his conclusion as 
to the adequacy of the data by saying he could, or could not, 
‘give a figure.’ He appears to have had little or no knowledge 
of the modern mathematical theory of statistics, but his arith- 
metical sense was so strong that he was able to proceed safely and 
with knowledge through calculations whose validity could only be 
established mathematically.” 

These characteristics are well exemplified in some of Giffen’s 
classical investigations: on the growth of national capital, on 
the progress of the working classes, on the variation in the volume 
of trade and the value of money in relation to articles of trade. 

Giffen did not act upon the original, too self-effacing, motto 
of the Statistical Society, Aliis exterendum. Yet he did 
yeoman’s service in gathering in the harvest of facts, through 
the improvements which he introduced in the compilation 
of statistics during his tenure of office at the Board of Trade 
(1876-97). The Labour Department, now so highly developed, 
owes much to his initiation. Office, which has been said to show 
what a man is, brought out Giffen’s virtues. We may again cite 
the evidence of the high official to whom we have already 
referred :—“I cannot speak too cordially,” he writes, “of the 
invaluable guidance and advice which Sir Robert Giffen gave me 
from the beginning, when I was new to official life, up to the time 
when he quitted the office. Giffen as an official was the kindest 
and most considerate of chiefs, and the most appreciative of 
colleagues.” 

Similar feelings of grateful remembrance are cherished by 
others who have been associated with Sir Robert in other kinds 
of work—in particular that of the Economic Society. The blow 
which falls as an irreparable calamity on his home is also deeply 
felt throughout the wide circle of his friends. In the clubs 
which he frequented his kindly presence and genial talk will 
long be missed. 

Would the reader contemplate the outward semblance of the 
man, as well as the traits of his intellect and character? An 
excellent photograph accompanies the appreciative memoir in 
the Journal of the Statistical Society. That Society has a prece- 
dent for perpetuating the likeness of one who has conferred 
honour on their Body. The Society treasures—not, indeed, in 
its Journal, but on its walls—the portraits of Tooke and Porter 
and other mighty ones of the nineteenth century. Giffen 
deserves to be honoured with the masters of Statistical Science. 
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CURRENT TOPICS. 


THE Government’s schemes for insurance against unemploy- 
ment and invalidity give special interest to the forthcoming 
meeting of the International Congress on Social Insurances, which 
is to be held at The Hague from September 6th to 8th. Sir 
Edward Brabrook and Mr. Geoffrey Drage have been appointed 
to form a national committee for Great Britain. They ask for 
reports from economists, and other competent persons, on the 
following questions :—(1) the contribution of the State to old-age 
and invalidity pensions; (2) the organisation of medical service 
in social insurances; (3) the extension of social insurance to new 
classes of beneficiaries; (4) assurance for widows and orphans ; 
(5) assurance against unemployment. The subscription to the 
Congress is 15 francs, but an addition of 5 francs will obtain the 
privileges of the Congress for any member of the subscriber’s 
family who may wish to attend. Entertainments will be offered 
to the Congress by the Government and municipality, and reduc- 
tions in railway fares will be arranged. Communications may 
be addressed to Sir Edward Brabrook, 1 Garden Court, Temple. 





AccorDING to the Report of the Union of German Labour 
Exchanges there were last year 462 public Labour Exchanges in 
Germany. They found work for 943,981 applicants. The 
number of skilled workmen for whom work was found exceeded 
the number of unskilled by 16,000—a fact which, it is argued, 
contradicts the view which has been expressed that the exchanges 
were only useful to the unskilled. 





THE co-partnery scheme inaugurated by Sir Christopher 
Furness at Messrs. Irvine’s ship-building works, West Hartlepool, 
as broken down on account of the opposition of the workmen. 
A vote as to whether the scheme should be continued or not was 
taken among the co-partner employés, and it was rejected by 
598 votes to 492. There appear to have been two chief reasons 
for the dissatisfaction which led to this result. The first was 
that there has been much less than a full year’s employment for 
most of the men, and the lower paid of them have, during periods 
of stress, grudged the amount invested in shares. The other 
was the hostility of many unionists outside the works, which 
prevented the co-partners from obtaining employment in other 
local yards. The reasons for this hostility were explained in 
interviews by Mr. G. N. Barnes, M.P., the Chairman of the 
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Labour Party, and by Mr. Keir Hardie, M.P. Mr. Barnes 
argued that the movement was not consistent with the principles 
of trade unionism, because it would have had the effect of isolating 
the men in Hartlepool from their fellows. The effect of such 
schemes was, in his opinion, to split up the men into groups. 
He quoted the case of the South Metropolitan Gas Works as an 
example. Mr. Keir Hardie pointed out that in these days of 
the growing solidarity -of the working-class movement, such 
schemes were doomed to failure. They would prevent workmen 
from acting together en masse in times of crisis. The division of 
profits, he argued, worked out in the proportion of one to labour 
and ten to capital, and labour was expected to earn the whole 
by extra exertion. 





THE “National Industrial Education League ” is an organisa- 


tion initiated by Mr. R. Applegarth, the veteran trade union 
leader. The object of the League is “to give children before 
leaving school a sound elementary industrial training, thereby 
enabling them to follow the occupation for which they are natur- 
ally best fitted, and for which they must be trained by practical 
men with a knowledge of trade and industry.” Meanwhile, the 
same doctrine found expression in the Teachers’ Conference held 
at Plymouth at the end of March (The Times, April 1st). The 
conference passed a series of drastic resolutions on child labour, 
of which the following were the most important :—(a) No exemp- 
tion (either partial or whole time) from school attendance should 
be granted until the age of fourteen years. (b) All wage-earning 
child labour out of school hours under fourteen years should be 
illegal. (c) Attendance at continuation schools between fourteen 
and eighteen should be compulsory. (d) This attendance should 
be accompanied by such provisions with regard to the limitation 
of the hours of labour for young people as to guard them against 
over-strain. (e) Junior employment registries should be estab- 
lished to give skilled advice to parents, managers, and teachers 
in the selection of suitable occupations between the ages of 
fourteen and eighteen. 


THE passage of the Budget has been immediately followed by 
the formation of the “Land Union.” The object of the Union 
is to “maintain the security of private property in land, which 
is the very basis and foundation of all business security.” It 
will agitate for the repeal of the new land taxes. At the same 
time it puts forward as its constructive policy the reform of the 
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rating system, and the extension of small ownerships. Mr. E. G. 
Pretyman, M.P., is the President of the Union. 





A Britt embodying the proposals of the Minority Report of 
the Royal Commission of the Poor Law has been introduced into 
the House of Commons. It came up for second reading on the 
8th April, 1910, and, after speeches of a non-committal character 
from the Prime Minister and Mr. Balfour, was “talked cut.” 
Meanwhile the ‘National Committee to promote the Break Up 
of the Poor Law” has been formed to carry on an organised 
agitation on its behalf. The National Committee has now been 
at work for eight months, and contains over 20,000 members, 
among whom economic teaching is represented by Professor Mac- 
gregor, Mr. H. S. Jevons, Mr. A. L. Bowley, Mr. Pember Reeves, 
and Mr. Sidney Webb. It has arranged somewhat over a 
thousand meetings within the last five months, and issued about 
a score of pamphlets. During the General Election it was parti- 
cularly active among the various candidates, and claims that 116 
members of the present Parliament have declared themselves in 
complete agreement with the Minority Scheme. Their latest 
activity is the issue of a monthly journal called The Crusade. 
The offices of the Committee are at 586 Clements Inn, Strand, 
and its Honorary Secretary is Mrs. Sidney Webb. The sub- 
scription is optional, and the price of The Crusade is one penny. 





THE general increase in the volume of employment that has 
been making itself slowly felt in this country for nearly a year 
has become more marked during the last few months, and the 
curve of unemployment of the Board of Trade at the end of April 
has at length regained a point, 4°4 per cent., that corresponds 
with the mean of the last ten years. One year ago the percentage 
of unemployment based on the same general body of returns 
was 8'2. 





THE outlook for the near future appears to be most uncertain 
in the cotton industry, in which, although the harm done by 
recent frosts and storms in America seems to have been exag- 
gerated, the chances of a short crop, and thus of the maintenance 
of a level of prices for raw material that must disturb and may 
hamper a great industry, are serious. 





In some slight degree the preliminary statistics of the new 
Board of Trade Labour Exchanges reflect the same general 
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improvement, the number of applications for employment received 
during April (116,523) and the applications remaining on the 
registers at the end of the month (81,523) showing a decline 
of about 10,000 each as compared with the March figures, while 
the number of vacancies filled increased by about 2,500, to 23,858. 
Until more is known as to the degree of permanency possessed 
by places filled; as to the ages of those who obtain them; and 
as to the suitability, in relation, as regards adults to the chief past 
occupation, and as regards boys and girls to the promise of 
satisfactory and lasting employment, it is, it is true, difficult to 
know what degree of importance to attach to such figures as those 
quoted above. But they indicate, in any case, that the Exchanges 
have been started under favourable industrial conditions, and 
that they have started hopefully. 





THE usual Whitsuntide Congress of Co-operators was held 
this year at Plymouth, and was attended by nearly 1,800 delegates. 
Most of the subjects discussed were of old standing, but the 
Congress as a whole was another demonstration of the vitality 
of this great movement. On the authority of the Anti-Credit 
Committee a somewhat disturbing statement was, however, made 
to the effect that by no fewer than 71 per cent. of the distributive 
societies credit was being given. The grievance is an old one, 
and protests have been often raised, but although, doubtless, not 
adopted by the great majority of the members, the extent of a 
practice that is opposed to the principles of a movement that aims, 
inter alia, consciously and uncousciously, at the promotion of 
thrift appears to be still spreading, and to have reached serious 
proportions. 


THE grave risks of a stoppage in the South Wales coal-mining 
fields incurred by the notice given by the men in January to 
terminate the agreement of 1905 on March 31st last have been 
averted. Independent negotiations appeared to be breaking 
down, and it was not until near the end of March that, following 
on the friendly intervention of the Board of Trade, the basis of 
a fresh settlement was arrived at. ‘After a ballot of the men, 
endorsing the proposals by a majority of nearly 3 to 1 on a vote 
of more than 132,000, the new agreement was signed on April 8th. 
The principle of the maximum as well as of the minimum wage 
is again recognised ; Lord St. Aldwyn will again act as Chairman 
when questions of general advances or reductions in wages are 
under discussion ; and the agreement is made for five years certain 
or for longer unless determined by three months’ notice on either 
side. 
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TraDE Union statistics for 1908 reflect the influence of the 
depression of that year, but although membership (slightly) and 
reserve funds (more noticeably) showed declines, the general 
figures point to the maintenance of great strength. This is 
perhaps best illustrated by the total income of the 100 principal 
unions, which reached the large record total of nearly 2? millions, 
and showed an increase of nearly a quarter of a million over 
that for 1907. On the other hand, expenditure increased by 
considerably more than a million, but, in spite of this heavy 
drain, the funds in hand at the end of the year exceeded 
5 millions, and were nearly a million and a half in excess of the 
reserve at the end of the prosperous year of 1909. Thus the 
Societies entered upon the difficult period that has just closed in a 
position, somewhat weakened, indeed, by 1908, but still one of 
exceptional financial strength. 





ORGANISATION in the building-trade group showed a further 
decline in numerical strength through the continued depression 
in those industries; in mining and quarrying, an increasing 
comprehensiveness ; and in metal, engineering, and shipbuilding, 
stability. ‘The total membership of all Trade Unions was 
2,378,248, a decline of only about 30,000 on the record total 
for 1907. 





UNDER the new Trade Boards Act two interesting steps have 
been taken during May, (1) the issue of the proposed minimum 
time rates by the Chain Trade Board, and (2) the regulations for 
the constitution of the proposed Board in the Paper and Card- 
board Box Trade. The minimum time-rate provisionally 
announced for certain branches of hand-hammered chain-making 
is 24d. per hour—equivalent to 11s. 3d. per working week of 
54 hours. The “occupation ” is followed both by men and women, 
and, should a time-rate be in practice adopted, the above rate 
is thus applicable to either sex. For women it may in the 
future be found to have historic importance as a first official step 
in the formation of that public opinion by which, in the long 
run, the elimination of rates which in the public mind rank as 
“sweated” will to a great extent have to be secured. In the 
above trade, however, the prevailing method of remuneration is 
by piece-work, and general minimum piece-work rates, estab- 
lishing, it may be assumed, a normal relationship between time- 
and piece-rates, are therefore also being proposed by the Trade 
Board. 
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THE Chain Trade is small and highly localised, and, although 
even the smallest industry is apt to conceal its own intricate 
problems, probably, in general, presents the minimum of com- 
plication of almost any recognised trade in the country. It would 
thus have been difficult for an initial step under the Trade Boards 
Act to have been chosen, so far as the environment and organisa- 
tion of the industry are concerned, of greater simplicity. 





THE Paper and Card-board Box Trade will present a very 
different series of problems, both on account of its greater internal 
complexity and of its much greater diffusion. Both features are 
illustrated in the regulations just issued for the new Board, which 
is to consist of not fewer than thirty-five persons, while the 
sixteen members representing employers are to be drawn from 
those who “trade” (presumably “trade mainly ’’) in districts as 
important or as far removed from each other as Cornwall and 
Scotland ; South Wales and Lincoln ; Lancashire, Yorkshire, and 
London. Altogether, provision is made for the representation 
of employers trading in nine great specified areas. The new 
Board will be the largest of its kind ever formed, and its record 
and recommendations will be followed with great interest. 





THE “International Visits,” for the purpose of studying the 
customs and institutions of other nations, which we have 
described in former numbers, continue to flourish. A second 
visit has been arranged to Holland, August 9th to 19th, 1910, 
when a course of lectures on Holland will be given (in English) 
by Dutch authorities on the different subjects in the University at 
Leiden. The course will include lectures on “Agriculture and 
Horticulture,” with other subjects, by M. Bonthuis, Teacher of 
Agriculture under the Ministry of Agriculture, and A. J. Fokker, 
President of the Leiden Agricultural Society. These lectures will 
be illustrated by visits to co-operative dairies and cheese fac- 
tories, automatic auctions, small market gardens, “polders,” 
&c., &ce. Under the head of the Labour Movement there will 
be lectures on “The Social Democratic Party,” by Henri Polak, 
President of the Diamond Cutters’ Union; and “Dutch Anar- 
chists, their Principles, Organisation, and Methods,” by T. 
Luitjes. Further particulars may be obtained from the Hon. 
Secretary, International Visits, Old Headington, Oxford. 
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THE triennial prize founded by the generosity of M. Emile 
Mercet will be awarded by the Société d’Economie Politique in 
1913. The subject proposed for an essay is “Etude comparée 
du taux des tarifs de douanes dans les divers pays.” The prize 
will consist of a gold medal, worth about 400 francs, together 
with a supplement (une soulte) in specie of 400 francs. The 
manuscripts should be sent, in French, to Monsieur Daniel 
Bellet, Seerétaire Perpetuel de la Société d’Economie Politique 
& Maisons-Laffitte, at latest by October 1st, 1912. 





Mr. GEoRGE UNWIN has been appointed Professor of Economic 
History at the University of Manchester. Mr. Unwin was 
placed in the first class in Literae Humaniores, Oxford, in 
1897, and in the same year was elected by Oriel College to a 
Travelling Scholarship, with which he went to the University of 
Berlin to attend the lectures of Professors Adolf Wagner and 
Gustav Schmoller. On his return to England in 1898 he 
attached himself to the London School of Economics, and began 
an investigation into the industrial organisation of English towns, 
and of London in particular, in the period which lies between 
the decay of the gild and the rise of the factory system. The 
results of this investigation were subsequently embodied in a 
book published by the Clarendon Press in 1904. He is also the 
author of A Seventeenth Century Trade Union (Economic 
JOURNAL, September, 1900); Industrial Organisation in the Six- 
teenth and Seventeenth Centuries (Clarendon Press, 1904), 
reviewed in the Economic JourNAL for that year; The Gilds 
and Companies of London (Methuen, Antiquaries Books, 1908). 
In 1908 Mr. Unwin was elected Lecturer in Economic History 
in the University of Edinburgh. 





THE Minto Chair of Economics in the University of Calcutta 
(a notice of which appeared in the Economic JOURNAL, June, 
1908) has been filled by the appointment of Mr. Manohar Lal, 
B.A., formerly Foundation Scholar and McMahon Law Student 
of St. John’s College, Cambridge. Prof. Manohar Lal took a 
first class in Part II. of the Moral Science Tripos, at Cambridge, 
1903. A little later he obtained the Cobden Essay Prize. He 
returned to India in 1905, and lectured on economics in the 
Punjab University. 
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THE paper which Sir James Wilson, K.C.S.I., read at a 
recent quarterly mecting of the Royal Economic Society, 
“Recent Economic Developments in the Punjab,” has now been 
printed, and may be obtained from Messrs. King (Westminster). 
A survey of cultivation and crops, the labouring population, and 
other economic features of the province shows that there has been 
a great increase of material wealth, and that it has been evenly 
distributed among the classes. The paper is enriched by three 
diagrams exhibiting different degrees of correlation between 
several important variables, e.g., in Diagram I. a close 
similarity in the movements of the prices of four kinds of grain, 
Wheat, Bajra, Gram, and Jawar. 





ProFEssor Baron D’AULNIs DE BovurourLy has been ap- 
pointed correspondent for Holland to the Royal Economic 
Society, succeeding the eminent and much-regretted Mr. N. G. 
Pierson. Baron d’Aulnis de Bourouill has held the Pro- 
fessorship of Political Economy in the University of Utrecht 
since 1878. He is the author of several books—one on 
Contemporary Socialism (in Dutch), 1886; another on the sugar 
bounties (in French), 1899; another on the Sugar Convention 
of 1902. He has also contributed numerous papers to many of 
the principal [European periodical publications, on questions 
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